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The committee met at 1004 in committee room 1. 


ELECTION OF CHAIR 


Clerk of the Committee (Ms Tonia Grannum): I’m 
going to call the meeting to order. Honourable members, 
it is my duty to call upon you to elect a Chair. Are there 
any nominations? 

Mr Tony Ruprecht (Davenport): I move that John 
Gerretsen, MPP, Kingston and the Islands, be the Chair 
of the standing committee on public accounts. 

Clerk of the Committee: That’s a nomination. Are 
there any further nominations? There being no further 
nominations, nominations are closed and I declare Mr 
Gerretsen elected as Chair. 


ELECTION OF VICE-CHAIR 


The Chair (Mr John Gerretsen): Good morning, 
everyone. Thank you very much for the confidence you 
have shown in me. 

Honourable members, may I have the names for the 
election of Vice-Chair? Are there any nominations for 
the election of Vice-Chair? 

Mr Richard Patten (Ottawa Centre): I’d like to 
nominate Mr John Cleary from Comwall and Stormont 
and something else, I’m not sure what. 

The Chair: Stormont, Dundas and Charlottenburgh. 
Are there any further nominations? I declare Mr John 
Cleary to be the Vice-Chair of the committee. 


APPOINTMENT OF SUBCOMMITTEE 


The Chair: There’s a motion by Mr Maves. Mr 
Maves, would you like to move the motion? 

Mr Bart Maves (Niagara Falls): I move that a sub- 
committee on committee business be appointed to meet 
from time to time at the call of the Chair, or at the request 
of any member thereof, to consider and report to the 
committee on the business of the committee; that the 
presence of all members of the subcommittee is neces- 
sary to constitute a meeting; and that the subcommittee 
be composed of the following members: Mr Gerretsen, 
Chair, Mrs Munro, Mr Patten and Ms Martel; and that 
any member may designate a substitute member on the 
subcommittee who is of the same recognized party. 


The Chair: Any discussion on the motion at all? All 
those in favour? Opposed? Carried. 


COMMITTEE BUSINESS 


The Chair: First of all, I’d like to welcome you all to 
the committee. I know there are some new members here 
and it’s their first term in office, but there are also some 
very highly experienced members on this committee. 


It’s my understanding that the public accounts com- 
mittee is the oldest committee of the Legislature. It’s 
been in operation ever since the Legislative Assembly of 
Ontario was first organized and formed. As such, our 
principal responsibility is to deal with any matter that’s 
referred to us by the Legislative Assembly but primarily 
to deal with the Provincial Auditor’s report. I'll call on 
the auditor in a few moments. 


The auditor’s report is scheduled to be released on 
November 16. I believe a note has been passed to you 
that a lock-up will occur on that day at 11:30 in order that 
you may be fully familiar with the report prior to its 
official release when the House commences that day. 


Il also understand that this committee, by tradition, has 
been more non-partisan than perhaps some of the other 
committees since presumably—I know—we’re all inter- 
ested in the same thing, and that’s to make sure that the 
public gets its money’s worth for any of the programs 
that are funded by the government in one way or another. 


With that, I would now call upon the Provincial 
Auditor, Erik Peters, to say a few words and then Delt 
entertain any discussion there may be on anything he has 
to say or any other comments you may wish to make at 
this time. Mr Peters, welcome. 


Mr Erik Peters: Thank you very much and con- 
gratulations on your appointment, and the Vice-Chair. 
General congratulations to you on your appointment to 
this committee, which, as you can very well imagine, I 
consider really my minister, if you will, as a group, be- 
cause you are dealing with the issues that we bring for- 
ward to the Legislative Assembly. 

On November 16, we will follow the normal routine of 
presenting our report. However, I would like to alert you 
to an issue on the record and I'll leave it up to you 
whether you want to discuss this briefly after this in 
camera. It will not take more than five minutes, unless 
you have long questions about it. There is a very serious 
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issue at hand arising out of Bill 4 that I have to alert you 
to and I would leave it at your— 

Mr Patten: What’s Bill 4? 

1010 

Mr Peters: Bill 4 is An Act respecting the Legislative 
Assembly and its officers. Section 1 of that bill deals 
with my office, and because this amendment to the act 
was passed without any consultation with my office, it 
surprised my office greatly and has a direct impact on the 
independence of my office that I would like to discuss 
and bring to your attention as a matter that has great 
urgency. I’m asking you if we could briefly discuss that. 
I have a very brief handout that I would like to discuss 
with you, and I’ve put it on the record whether you want 
to discuss this in Hansard or in camera. 

The Chair: Just so that I’m clear, you’re saying that 
the bill has been passed? 

Mr Peters: The bill has been given assent. It was 
given first reading on October 25, second and third 
readings on October 27 and was given royal assent on 
October 28, so it’s in the public domain. 

The Chair: Any discussion on that issue? 

Mrs Julia Munro (York North): It seems to me that 
for any discussion in depth we should probably wait until 
the subcommittee has had an opportunity to be apprised 
of this. 

Ms Shelley Martel (Nickel Belt): I’ve been sitting on 
the committee for a long time and it’s not normal for the 
auditor to come before us and say that there’s a matter of 
urgency which he needs us to deal with. I’m assuming 
that it is, because it is not common for him to ask the 
committee to deal with something immediately. So given 
that he has and that it’s not common for him to do so, I’d 
suggest that if it’s only going to take five minutes, then 
for those of us who are here, we stay and we deal with 
this in camera. 

The Chair: Any further comments? 

Mr Maves: I also agree with Ms Munro. While I 
respect that there’s a certain level of urgency, I think it’s 
normal that our subcommittee should meet to discuss 
anything beyond what was put on the initial agenda for 
today. I think that’s the more appropriate course of ac- 
tion, that the subcommittee get together, perhaps with 
input from Mr Peters about whatever it is he’d like to 
discuss, and then that subcommittee decide on an appro- 
priate time to discuss that business. 

The Chair: When you say it’s urgent, Mr Peters, what 
are we talking about? Are we talking about a matter that, 
in your opinion, needs to be dealt with nght away, or 
could it wait a week? Could we have a subcommittee 
meeting first? 

Mr Peters: It is merely information. It is information. 
It is a matter that I have a plan to deal with and will deal 
with. But it is a matter that, because the committee is not 
sitting before I table and it is a matter that has just arisen, 
I just want to advise you of the implication of one of the 
sections of Bill 4, without any rancour, criticism of any- 
body, just to let you know that section | of Bill 4 is an 
impediment, is interference with the independence of my 
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office and therefore I think it should be brought to the 
attention of this committee. 

Mr Patten: I would ask the committee to indulge the 
auditor. If it’s five minutes, it’s only information. We’re 
not talking about a big debate here. Members of the 
committee should probably be aware of something if it 
does pop up elsewhere. We will not be here next week. 
We’re talking about meeting after the tabling of your 
report, I presume. 

Mr Peters: That’s right. 

Mr Patten: This could drag on and maybe it is some- 
thing that we should be aware of anyway. If you’re talk- 
ing about a five or 10-minute thing, then that’s fine with 
me. 

Mr Maves: Chair, we’re happy to let the auditor make 
his statements, but I’m concerned. In the last four years 
that I’ve been on committees, that isn’t normally the way 
we proceed. I’m just wondering if the committee is going 
to have a different way of proceeding and bringing mat- 
ters to the table than is normal. You understand that 
normally it’s the subcommittee, we all know, that gets 
together and agrees that we’re going to meet and what it 
is we’re going to discuss. I’m just wondering, are we 
setting up a different way of doing that, where we super- 
sede the subcommittee? 

The Chair: No, but as has been indicated before, the 
auditor had stated that it’s a matter of urgency. If he just 
wants to make a statement to the committee at this point 
in time and wants us to dwell on it so that we can deal 
with it at the next meeting, perhaps that’s the best way to 
deal with it, since there’s nothing else before the com- 
mittee today anyway. Would you like to state your con- 
cerns then? 

Mr Peters: Yes. I have a brief handout that’s just two 
pages long. One is actually the section of the bill and the 
other one, the front piece, deals with the implications of 
that. 

I think while you have the handout, what it has to do 
with is that, as you know, Bill 4 is An Act respecting the 
Legislative Assembly and its officers. Section | of that 
bill says, “Subsection 5(1) of the Audit Act is amended 
by striking out ‘within the highest range of salaries paid 
to deputy ministers in the Ontario civil service’ and sub- 
stituting ‘to be fixed by the Lieutenant Governor in 
Council.’” This particular section does three things: 

Number one, it removes the linkage of my remunera- 
tion from the deputy ministers. This is a first, unprece- 
dented in Canadian history, that the government has 
decided to remove the linkage to a pay scale that is in 
existence for all other legislative officers in Canada. 

Secondly, and more importantly, it says the Board of 
Internal Economy is no longer responsible to set my 
remuneration, but the Lieutenant Governor in Council, 
which of course is cabinet. The impact of this—and 
that’s all I want to advise you of—is on the first page, 
which is an extract from the Canadian Comprehensive 
Auditing Foundation’s publication Improving Account- 
ability—Canadian Public Accounts Committees and Leg- 


4 NOVEMBRE 1999 


islative Auditors. It outlines effectively the impact of this 
amendment to the Audit Act. 


This amendment was passed without any consultation 
with my office. There was no prior notice whatsoever. 


The other reason I want to point it out to you as a 
matter of urgency is simply the fact that this committee, 
in 1996, made recommendations to the government to 
amend the Audit Act on professional matters and some 
housekeeping matters. None of this has been dealt with, 
although the Minister of Finance agreed in principle with 
the committee, but this particular section was put 
through. Why I ask for the privilege is that it is published 
and I just wanted this committee to be aware of the 
implications of this particular amendment to the Audit 
Act. 


With that, currently we have arranged for meetings 
with the government and I hope we can come up with a 
plan to deal effectively with the situation. I just thought 
that, since it had royal assent, the members of this com- 
mittee to whom I report should be aware of my concerns. 
Thank you, Chair. 


The Chair: Any comments? 


Mr Maves: It’s a matter of record that I’m a very 
staunch supporter of the Provincial Auditor’s office and 
the work that they do. In fact, I had a private member’s 
bill that would expand the scope of the Provincial Audi- 
tor’s office, so I don’t want anyone to feel that my com- 
ments are meant in any way to denigrate the Office of the 
Provincial Auditor. 

I just find it somewhat alarming that we didn’t even 
take a vote on it. We had a discussion on whether or not 
we were going to hear Mr Peters’s point. We didn’t even 
take a vote on whether or not we were going to continue 
further beyond the agenda and we’ve now superseded the 
normal committee process of what’s going to be dis- 
cussed on an agenda. I’m a little bit alarmed by that and 
it’s nothing to do with comments that were made. I mean, 
it’s fine that that’s brought to our attention. I’m just 
concerned that we’re now superseding the normal proce- 
dure with which a committee does its business. 

The Chair: I didn’t hear a motion being made to the 
contrary at the time. I made a suggestion and there was 
no contrary comment, so I let Mr Peters speak. 


I think for the record it should be noted that according 
to standing order 106(i), this committee “is empowered 
to review and report to the House its observations, opin- 
ions and recommendations on the report of the Provincial 
Auditor and the public accounts, which documents shall 
be deemed to have been permanently referred to the 
committee as they become available.” It does not specifi- 
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cally deal with the matters that are raised by the auditor 
at this stage. 

On the other hand, I can well understand how there 
may be a concern of who controls, in effect, the salary of 
the auditor. Whether it’s the Lieutenant Governor in 
Council or the Legislative Assembly certainly places a 
different kind of scope on it. But he stated his concerns 
for the record and we can deal with it in the future if we 
so wish. 

Mr Maves: Except that, with respect, the contents of 
his comments are in effect irrelevant to the point that I’m 
trying to make. My point is not one of the Provincial 
Auditor’s comments but one of committee procedure. It’s 
well-established procedure that—I know that a commit- 
tee can overrule a subcommittee, but it’s normal proce- 
dure that anything that’s going to be discussed at a 
committee meeting is normally laid out ahead of time and 
agreed to by a subcommittee. 

The Chair: I asked the auditor to make an opening 
comment as he is sort of the main officer responsible to 
this committee and his comments were not exactly what I 
had in mind initially. As far as the scope of his activities 
with this committee is concerned, he wanted to say some- 
thing else, and although I heard some concerns before 
that, there wasn’t really a motion put that he was not to 
deal with these matters. 

But I understand your concerns and I'll certainly take 
them under advisement and hopefully the committee will 
continue in the past practice that way. 

Ms Martel: All I was going to say was, if the gov- 
ernment didn’t want him to proceed, the government 
could have moved a motion not to have him speak and 
we could have had a vote. That’s the option that all of us 
can exercise on anything that’s before us. I think this 
discussion is getting to be a bit ridiculous, and if there’s 
nothing else, maybe we should just adjourn and hope 
everyone has a better day. 

The Chair: Before doing that, however, because 
we’re not going to have a meeting between now and 
November 16, perhaps the auditor could just address us 
as to what’s going to happen on November 16 so that the 
members of the committee can be aware as to when the 
auditor’s report in effect is being delivered, the sequence 
of events. Does anybody have any objection to that? 

Mr Patten: It’s right here, Mr Chair. 

The Chair: Thank you. It’s clear to everybody. Is 
there any further business for the committee at this point 
in time then? OK. 

Thank you all very much for your attendance. I look 
forward to a fruitful meeting in the future. Adjourned. 

The committee adjourned at 1024. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Thursday 18 November 1999 


The committee met at 1005 in committee room 1. 


SUBCOMMITTEE REPORT 


The Chair (Mr John Gerretsen): Good morning, 
everybody. I call the standing committee on public 
accounts to order. We have before us the report of the 
subcommittee on committee business. I believe everyone 
has received a copy. Any comments? 

Mr Richard Patten (Ottawa Centre): Mr Chair, I'd 
like to move acceptance of the report of the subcommit- 
tee. 

The Chair: Is there a seconder for that? Ms Martel. 
Should it be read into the record? Mr Patten, would you 
like to read it into the record, please? 

Mr Patten: “Your subcommittee on committee busi- 
ness met on Wednesday, November 17, 1999, and rec- 
ommends the following: 

“1. That the committee table periodic reports on the 
sections of the auditor’s report that have been reviewed. 

“2. That the 1998 report of the standing committee on 
public accounts be distributed to the members of the 
committee, and that the committee adopt and table the 
1998 report. 

“3. That the Provincial Auditor provide an updated re- 
port to the committee on the Andersen agreement. 

“4. That the schedule for the public accounts commit- 
tee in its review of the 1999 annual report of the Provin- 
cial Auditor be as follows: 

“November 25: Government advertising (chapter 2 of 
auditor’s report) (Management Board) 

‘December 2: Community accommodation program 
(3.04), child and family intervention program—3.03 
(chapter 4 of auditor’s report) (Community and Social 
Services) 

“December 9: Report of the Provincial Auditor on the 
Andersen agreement (Community and Social Services) 

“5. That the committee will begin each section with a 
closed-session briefing by the research officer and the 
Provincial Auditor. The deputy minister and other appro- 
priate staff of each ministry will be asked to attend the 
committee following the closed-session briefing to pro- 
vide a response to the auditor’s report. 

“6. That the committee request of the House leaders, 
to sit for 10 days in February to continue its review of the 
1999 annual report of the Provincial Auditor. 
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“7. That the committee review the additional follow- 
ing sections of the 1999 annual report of the Provincial 
Auditor, schedule to be determined. 

‘*3.01—Family Responsibility Office (Attorney Gen- 


eral) 
*3.02—Office of the Public Guardian and Trustee 
(Attorney General) 


‘*3.07—provincial personal income tax revenue and 
related credits and reductions (Finance) 

“*3,08—Cancer Care Ontario (Health and Long-Term 
Care) 

“3.12—Year 2000/information technology prepared- 
ness (Management Board Secretariat) 

**3.14provincial highway maintenance (Transporta- 
tion) 

“Chapter 4.” 

That 1s the report. 

The Chair: Comments? 

Mrs Julia Munro (York North): We would like to 
change point 6 to read “‘to sit for up to 10 days.” 

The Chair: Are you moving that as an amendment? 

Mrs Munro: Yes, I am. 

The Chair: Is there any discussion on that? I think 
that was the gist of the discussion yesterday by the sub- 
committee. 

Mrs Munro: The reason | suggest that is that we had 
a discussion that we want 10 days in the period when the 
House isn’t sitting. But there was some discussion as to 
whether we would have them all in February. | think it 
locks us in when we ask for it to be in February, and so I 
suggest that we might want to have a couple of days in 
March or something like that. Given the discussion we 
had last night, some consideration might also be given to 
making it “up to 10 days in February and/or March.” 

The Chair: Would you like to move that as part of the 
amendment, as well, because I think that was— 

Mrs Munro: I do feel that, if not, we restrict our 
House leaders. 

The Chair: I agree. Is there any discussion on that 
amendment? All agreed on that? Yes. So “up to 10 days 
in February and March” to give us greater latitude and 
flexibility. 

Any discussion on the report of the subcommittee 
itself? 

Mr Erik Peters: I just want to bring one item to your 
attention, which is that you will be discussing year 2000 
preparedness in the year 2000. Is that intentional? I want 
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to raise the point with you. There may be method in the 
madness, in the sense that you might want to find out 
what actually happened on January |. The alternative 
would be to consider moving it to the December 2 meet- 
ing and moving December 2, which is part of chapter 4, 
to item 7. I just suggest it, and I can’t make a motion. So 
it’s up to you to deal with that issue. 

The Chair: Any comments on that? 

Mrs Munro: Yes. I appreciate the point the auditor 
has made on that issue. There’s no question that it is after 
the fact. However, given that one could argue that much 
of what we are discussing is after the fact, perhaps we 
will leave the December 2 item and, as my colleague 
suggests, we can then look at what should have happened 
if we are looking at the year 2000 in the year 2000. 

The Chair: I guess the other issue is that 1f we’re not 
going to discuss until December 2 or 9, what effect could 
the recommendations we make have within the different 
ministries that are affected by them? 

Mrs Munro: In 10 days? 

The Chair: It’s kind of late, anyway. 

Mr Patten: This could be quite serious. If the auditor 
identified something that was catastrophic, then that 
would presumably have been responded to immediately. 
However, if there is something urgent that the auditor 
feels he should look at, I wouldn’t mind taking a special 
hour or two just to look at that, in view of the time pres- 
sures on the issue. 

The Chair: The auditor would like to make a com- 
ment on that. 

Mr Peters: Since we took our snapshot in March 
1999, and only a reasonable update up to about May or 
June, we saw nothing catastrophic at that stage that 
wasn’t surmountable. 

The Chair: Is there any further comment on that? 
Unless I hear an amendment to the subcommittee’s re- 
port— 

Mr Patten: I’m trying to get a sense of the urgency 
here. If it is, I'd be prepared to offer November 25. In all 
seriousness, if this is urgent, I'd be prepared to suggest 
that. 

The Chair: | understand what you are saying. 

Ms Shelley Martel (Nickel Belt): Perhaps I could ask 
a question. If I recall—because | went to the press con- 
ference where the auditor made his report—the issue 
around Y2K really had to do with hospitals. I think that is 
what we’re talking about— 

Mr Peters: One of the issues. 

Ms Martel: —and whether some 20 hospitals that had 
not replied to the Ministry of Health were ready. So I 
guess my question is, is that what we’re going to be 
looking at, or is there some other area of government that 
you feel needs to be targeted? Otherwise, if there was 
nothing that wasn’t insurmountable at the time, the only 
problem I could identify was hospitals, and I’m not sure 
we in this committee are going to be in a position to do 
much about that, since they are transfer payment agencies 
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Mr Peters: There were essentially three issues in the 
year 2000. One was the number of hospitals that had not 
responded at all and the percentage of hospitals that had 
indicated they would not be compliant. The second issue 
was that seven of the critical systems still required accel- 
eration at that point in time. The third issue was that they 
were only starting to deal with contingency plans or 
backup plans in the event that any of the tier-2 or tier-3 
did not work. 

Having the Management Board Secretariat before us 
would provide an update as to how they viewed it. 
There’s no additional work by us, but it would be an 
information session for the committee by the Manage- 
ment Board to tell them how they felt it was going to go. 

The Chair: The suggestion I have is that since the 
Management Board is going to be here on November 25 
anyway, why don’t we ask them to address that issue as 
well at that time? Do you have any difficulty with that, 
Mrs Munro? 

Mrs Munro: No. 

Mr Patten: You’re a very smart Chair. That’s great. 

The Chair: Could we have a friendly amendment to 
have 3.12 included on November 25? Is that agreed to by 
everybody? Agreed. 

Any further discussion on the subcommittee’s report? 

Shall it carry as amended? All in favour? Opposed? 
Carried unanimously. 

We’re now going to hand out the second item in the 
subcommittee report, and that deals with the 1998 annual 
report of the standing committee. 

Anything further that the committee would like to dis- 
cuss at this stage? 

Mr Doug Galt (Northumberland): Adjournment? 

The Chair: Are you moving adjournment? Just a mi- 
nute. Ms Martel wants to say something. 

Ms Martel: There is a motion that the report be 
adopted. People are just receiving it now. Maybe we 
could just say that the subcommittee determined yester- 
day that because all the work had been done on the re- 
port, we really should have it reported to the House. The 
only reason it wasn’t was that there was not a sign-off on 
the original document by one member. Otherwise, it 
would have been printed, translated and presented to the 
House. So we thought we should do that now. 

I move that the 1998 annual report of the standing 
committee on public accounts be adopted, that the report 
be translated and printed, and that the Chair be instructed 
to present the report to the House. 

The Chair: Any comments on the motion? 

Mrs Munro: | understand and appreciate Ms Martel’s 
position on this. I would just say that given that our 
agenda was merely to look at the report of the subcom- 
mittee, we might want to give members an opportunity to 
have a look at this before we ask them to do that, and that 
perhaps the resolution that has been suggested could 
come up at our November 25 meeting. 

The Chair: Is that agreeable, Ms Martel? 

Ms Martel: That’s fine with me. I think the earlier 
agreement we also made, that there be no changes—that 
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people understood that, only because the work had al- 
ready been done, probably by people who weren’t on the 
The Chair: Any further discussion, comments or 


committee at the time. gue ; 
The Chair: Would you like to withdraw the motion at _ Statements? OK. The meeting is adjourned. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Thursday 25 November 1999 


The committee met at 1033 in committee room I, 
following a closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 
GOVERNMENT ADVERTISING 


Consideration of chapter 2, guidelines recommended 
for government advertising. 

The Chair (Mr John Gerretsen): I'd like to call the 
committee to order. The first issue deals with government 
advertising. 

I wonder if you could all identify yourselves for the 
Hansard record. 

Ms Michele Noble: I’m Michele Noble, Deputy 
Minister of Management Board Secretariat. With me is 
Suzanna Birchwood, the director of communications with 
the ministry, the area to which the staff that constitutes 
the Advertising Review Board reports. I also have with 
me Scott Campbell, the corporate chief information 
officer for the OPS, and Paul Scott, the ADM responsible 
for the Y2K initiative and in charge of the corporate 
project management office. 

The Chair: We have split the two issues into separate 
sections. We will deal with the government advertising 
issue first, for about 40 minutes. If you have an opening 
statement or a response to the auditor’s report, perhaps 
you could indicate that to us now, and then we’ll have 
questions from the members of the committee. 

Ms Noble: I understand the committee would like to 
speak first to the advertising and then to the other item. 

The Chair: We will deal with the other item about 40 
or 45 minutes from now. 

Ms Noble: That’s fine. 

In a couple of very brief opening remarks, I would like 
to thank the members of the committee for the oppor- 
tunity of being here this morning to discuss this issue in 
terms of bringing members of the committee up to date 
with respect to the advertising directive and to comment 
and try and put this in the context of some work we’re 
doing on the corporate directive in general. 

Management Board Secretariat has recognized the 
importance of good management practices and account- 
ability. To that end, the secretariat has, over the last 
couple of years, been engaged in a project whereby we 
are looking at the question of directives in general and 
trying to bring them up to date with current good public 
administrative practice. 
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To that end, we’ve been looking at areas such as the 
business planning process and also at corporate audit. 
We’ve also been looking at new financial human 
resource information systems as a way of improving our 
capacity to work within these directives, and then, as I 
mentioned, the directive initiatives themselves. 

The directives are an essential part of the govern- 
ment’s accountability cycle. What we’re doing in looking 
at them is to try to make sure we have outlined purpose, 
application, scope, -principles, mandatory requirements 
and responsibilities as a general framework that we wish 
to bring all the directives into compliance with. 

In terms of looking at the directives, we are working 
with a set of values—supporting them—dealing with 
quality public service, fairness, effectiveness, integrity, 
openness and dealing with the questions of account- 
ability, setting a fundamental foundation within the 
directives. 

To help us manage the review project, there is a forum 
of responsible officials across the public service who 
have been involved with us in trying to update these 
directives and bring these into compliance with public 
administrative practices at this time. 

There are currently 132 directives. They are available. 
This is down from 160 two years ago. Many of them 
have been revised, and some that were no longer relevant 
have been removed. We are basically trying to ensure 
that the government’s commitment to spend wisely and 
be accountable is being met. 

The other element with respect to the directives is that 
we go through a process of consultation. We are also 
working with a process of plain-language writing. We 
work with legal services, look at the question of human 
resource impact, and look at the issues of making sure 
appropriate communications are in place, that the 
procedure is well understood and that the approvals take 
place. 

Within this general context, we are currently looking 
at the advertising and creative communication services 
directive, and it’s being updated to reflect changes in the 
advertising world. As well, the concerns of the Provincial 
Auditor around certain advertising and communications 
campaigns are being addressed as part of the com- 
prehensive look at the advertising directive. So we are 
taking into account the observations of the auditor as part 
of this process. 

By way of background, the directive that is currently 
in place, which is under review, was created in 1985 to 
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provide principles and requirements for buying adver- 
tising and creative services. So the focus of that directive 
is on procurement. Since that time, changes have been 
made related to procurement practices. In 1994 they were 
changed to reflect arrangements with Ontario in terms of 
trade agreements, and in 1998 there were amendments in 
terms of the Canadian content clause. 

It is important to note that the nature and scope of 
advertising has changed significantly over the 15 years 
since the directive was created. A significant review of 
the directive was called for, and today we are looking at 
new and different ways of sharing information with the 
public on the government programs and services. To that 
effect, recently there was an article in the Globe and Mail 
about the Internet as a vehicle of communication. That is 
the kind of thing we have to take into account to ensure 
that the directive in this area is appropriate. So that 
reflects where we are today. 

On the review, we worked over the summer, looking 
at other jurisdictions and what they have done. In the fall, 
we have been talking to other ministries and looking at 
their particular needs, issues that have arisen in terms of 
the use of the current directive. We’ll be pulling this 
together to have a revised directive as quickly as 
possible, taking into consideration the various inputs 
we’ve had and, as I said, certainly the auditor’s com- 
ments are among the issues we’re taking into account. 

The Chair: We’ll start with about five minutes for 
each caucus, and then we’ll use up the remaining time. 
We'll start with the Liberals, and then NDP and the 
government caucus. 

Mr James J. Bradley (St Catharines): Management 
Board of Cabinet and the Management Board Secretariat 
are supposed to be a totally non-partisan part of the 
public service. Some of you have been here for several 
governments, so you can comment on it in a generic 
sense. How much of the advertising policy is actually out 
of your hands and influenced significantly by political 
appointees of any government that happens to be in 
power, instead of simply in your hands? 

Ms Noble: In terms of the responsibilities we have, 
we provide the staff work in preparing the advice to 
Management Board of Cabinet, which obviously is made 
up of the members of any given government of the day. 
So we provide that work, and it is the responsibility of 
Management Board to then approve the directive, in 
terms of setting the framework. 

With respect to day-to-day operations, the staff 
perform the function of being responsible for the process 
of procurement in compliance with the directive. We 
have a role that we play at Management Board, but 
individual ministries also have their own responsibilities 
under the directive. 

So from the point of view of the operation, of ensuring 
that the process is undertaken, the staff officers are 
responsible for that. Obviously the program directions of 
the government of the day and those kinds of elements 
would become the content elements in terms of commun- 
ication, and clearly the individual ministries are 
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responsible for looking at their needs in terms of adver- 
tising support. The question of dollars has to be dealt 
with as other budgets are dealt with in terms of making 
dollars available. 

Mr Bradley: Each political party has a person we 
could all think of, as elected members, who probably has 
too much power in each of our parties when we’ve been 
in government, who directs the general communications 
program of the government from a political point of 
view. How much power do you have to resist the dir- 
ectives of political people in the Peterson, Rae or Harris 
governments, the political person who is out there trying 
to make the government look good in a political sense? 
How much power do you have to resist that from any 
government? 

Ms Noble: The traditional relationship between the 
public service and the government is that the government 
and the ministers are responsible for the operations of 
their departments and the decisions they make, and we 
are responsible for providing advice to them. I think we 
carry out those responsibilities. Again, I point to the 
question of determining what is needed in terms of 
moving forward on the government program. The min- 
ister of any individual department would be responsible 
for making those decisions. 

Mr Bradley: This may be a more difficult question, 
but would you find it helpful to have some independent 
body review government advertising from the point of 
view of determining whether it’s partisan or not? Again, 
regardless of what government happens to be in power, 
would you find it to be helpful for Management Board to 
have an outside agency of some kind, just from the view 
of whether it is partisan or not, review it? Would that be 
helpful or not helpful? 

Ms Noble: Obviously, within the context of whatever 
directive is there and approved, then the appropriate 
mechanisms would have to be in place to ensure that that 
is taking place. The issues in terms of the use of the 
advertising have traditionally been much more on the 
procurement side. The question at the moment which has 
surfaced in terms of the definition of “appropriate adver- 
tising’” is obviously something that is being considered in 
the context of the current directive. | think the question 
then will be in terms of setting the accountability for 
whatever is ultimately decided should be the principles 
and guidelines. 

Ms Shelley Martel (Nickel Belt): Thank you for 
coming today. Clearly, the auditor’s concern had to do 
with the difference between government advertising and 
blatant political, partisan advertising. That’s the issue 
before us today. I heard you say in your remarks that the 
directive is being amended to take the auditor’s concerns 
into account, but I’d listened carefully and it wasn’t clear 
to me how that concern, which I think is what we’re 
discussing today, is being addressed. I heard you talk 
about all the other directives you’re amending, etc, but 
with respect to what’s the difference between partisan 
advertising and government advertising, how are you 
changing the directive to reflect his concerns? 
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Ms Noble: The auditor’s report I think was signalling 
a concern that has been brought to his attention and he 
was offering as models other jurisdictions in which there 
had been variations on approaches in terms of how the 
principles and values of this question should be dealt 
with. When I commented that we’re taking it into 
account, we are in fact including among the areas of the 
other jurisdictions we’re looking at the models that those 
jurisdictions have used. We’ve also been looking at what 
other jurisdictions in Canada are using. In terms of taking 
into account, my understanding of what the auditor was 
implying is that the current directive does not provide 
sufficient guidance in this area. Consequently, we are 
looking at the other models that he directed us to as well 
as to other jurisdictions to find how others have handled 
the issue of providing greater guidance. 

Ms Martel: Your directive would then be seen by the 
government members on Management Board and either 
confirmed by them or rejected by them. 

Ms Noble: That’s correct. The directives will have to 
go to the board for approval. 

Ms Martel: When do you anticipate being able to 
bring something forward to the board? 

Ms Noble: As soon as possible. It'll probably be 
within the next few months. 

Ms Martel: Can you give the committee a sense as to 
what other jurisdictions—there didn’t seem to be very 
many that you could pattern yourself after—you are 
looking at in that context in more specific terms? 

Ms Noble: We have, as I said, followed up and have 
actually been looking at the areas that the auditor raised 
in terms of New Zealand. We’ve also been looking at the 
UK. We also are aware of some work in Australia that | 
believe has been patterned on the New Zealand experi- 
ence. We’ve been looking at the federal government and 
we’ve also been looking at other provinces. In terms of 
the other provinces, what I can indicate to the committee 
is that they have not tackled this issue. In fact, I would 
say the Ontario directive, in the way in which it deals 
with procurement, is a much better directive on that front 
than perhaps some of the other provinces have. 

Ms Martel: Just to follow up from where Mr Bradley 
was, this has to do with independence. At least in the UK 
and New Zealand we are told that the auditor can audit 
against guidelines that the assembly has established. 
Would it be your view and what you submit to Manage- 
ment Board that you would be looking at our auditor to 
audit specific criteria or guidelines that have been 
attached to it, or would you be looking at an independent 
agency to do that? 

Ms Noble: At the present time the auditor is posi- 
tioned to audit against all of the Management Board 
directives. At a minimum, this directive would fall into 
that category so it would be within the auditor’s purview 
to audit against that. 

Mr Bob Wood (London West): My understanding 1s 
that the advertising directive was created in 1985. I pre- 
sume that this directive was used when the Liberal 
government spent, from 1985 to 1990, some $277 million 
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on advertising, as adjusted for inflation, and presumably 
the same directive that the NDP used when they spent 
some $200 million on advertising. Could you tell me 
what you see as the fundamental purpose of the directive 
that all three parties have been operating under for the 
last 14 years? 

1050 

Ms Noble: Actually, we’ve got copies of the current 
directive which we could distribute to the members of the 
committee. If you’ve got them, in the preamble the 
purpose and application of the directive is set out in the 
front part of that. I think the focus of the current dir- 
ective, as I said, is on the procurement side. It was very 
much concerned at that point in time with issues of 
procurement and fairness, and transparency in the pro- 
curement process. 

It also sets out the rules and responsibilities of the 
various parties, ministries, deputy ministers etc and puts 
those in place so that everyone has a clear understanding 
of the responsibilities they have. Also included would be 
the responsibilities of the Management Board Secretariat 
with respect to it. It’s to establish the principles that are 
under use. The focus, as I said, was very much in terms 
of some of the procurement elements but it also does set 
out the roles and responsibilities. 

The Chair: Just to make sure about the directive, 
you’re talking about the directive that was handed out in 
April 1998? 

Ms Noble: Yes. The reason for that particular date is 
that that reflects the last time it was amended, so we 
reissued them with the amendments. The 1998 date 
reflects the change in there, the change with respect to 
Canadian content, and that was what caused the reissu- 
ance. With the exception of that and the reference to 
trade agreements, the directive is essentially unchanged 
since 1985. 

Mr Wood: The question of past auditors’ reports was 
discussed earlier this morning. In 1988, the auditor found 
with the Peterson government that, “Excessive costs were 
incurred and taxpayers often did not get proper value for 
money.” He found that $30 million worth of taxpayers’ 
money had been wasted. I guess the Liberals had a few 
problems with their own directive and that may explain 
why they haven’t talked a lot until recently about the 
effectiveness of the directive. 

Did I correctly understand you to say a couple of 
minutes ago that there have been only minor changes to 
the directive since 1988? Is that what I heard you say a 
couple of minutes ago? 

Ms Noble: That’s my understanding. 

Mr Wood: So the substance of the directive has been 
the same between 1988 and now? 

Ms Noble: With the exceptions that | did note in terms 
of reflecting the trade agreements and the change to 
Canadian content. 

Mr Wood: In taking a look at the auditor’s report, he 
said: “The Canadian federal government and the other 
nine provinces do not have guidelines in place to disting- 
uish between political and non-political advertising.” He 
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goes on to say, “The United Kingdom and New Zealand 
have adopted conventions acknowledging that it’s quite 
legitimate for governments to use advertising to com- 
municate with their publics.” 

We’ve heard discussion this morning about guidelines 
in other jurisdictions. British Columbia, for example, has 
these guidelines. They help ministries develop and main- 
tain their communications plan and ensure that adver- 
tising, publishing and promotional resources are used 
efficiently and effectively. 

Madam Deputy, as you pursue the review of this 
directive, what effect is the auditor’s report going to have 
on your review? 

Ms Noble: As I was commenting slightly earlier, the 
auditor has clearly expressed the opinion that there is 
insufficient clarity in the directive as it currently stands. 
As I said, we have been looking at the New Zealand 
jurisdiction. We are also looking at the UK, and we have 
some recent Australian experience. But we have also 
been looking at other jurisdictions, so we are going to be 
looking at this question and dealing with the question of 
clarity. 

The Chair: One more minute. 

Mrs Julia Munro (York North): I want to come 
back to that issue you’ve referred to with regard to the 
question of looking at other jurisdictions. It seems to me 
from the information that has been provided to us that 
those other jurisdictions have set up what could be 
described as fairly broad principles. In looking at what 
appeared to me to be very broad principles, I wonder if 
you would care to comment on what you see as a 
possibility in terms of a direction that you’d want to 
recommend in the way of a directive. 

Ms Noble: In terms of looking at those principles, 
given the auditor’s comment that he felt that they pro- 
vided greater guidance, we obviously have to pay parti- 
cular attention. I think the comment that they are very 
much at the level of principle is an accurate one, so we’re 
looking at the language there and looking at it from the 
point of view of its appropriateness within the Ontario 
context. But at the moment, given that we are not yet at 
the stage where we’ ve totally completed our consultation, 
we’ve not yet moved to the point of formulating 
recommended language. 

The Chair: The time is up now. We’ll have another 
go around. Mr Cleary. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Just to carry on from the previous conversation, 
how long will it be before you think there will be some 
changes, or could be some changes? 

Ms Noble: As I said, I think as quickly as possible, 
sometime in the next few months. 

Mr Cleary: So that’ll be in the year 2000. 

Ms Noble: I think certainly at some point they would 
be there for application during the year 2000-01. 

Mr Cleary: OK. At the present time, the director for 
advertising, I understand, comes from Management 
Board. 


25 NOVEMBER 1999 





Ms Noble: The directive is approved by Management 
Board of Cabinet, yes. 

Mr Cleary: Right. So all ministries have an input into 
that advertising. 

Ms Noble: Into the creation of the directive? 

Mr Cleary: Right. 

Ms Noble: We are involving a discussion with other 
ministries as part of the process we’re working through at 
the moment to formulate recommendations in terms of 
changes to the current directive. I can’t speak to the pro- 
cess that took place when the directive that is currently in 
place was developed. I wasn’t there at the time. 

Mr Cleary: Jim, do you have something? 

Mr Bradley: Yes. I saw a central control and also you 
said that ministries had some degree of independence to 
conduct their advertising as they saw fit. I’m trying to 
determine just how much control you have over those 
ministries, whether it’s just a general directive or whether 
you can pronounce on the advertising campaigns that 
would take place within specific ministries. 

Ms Noble: The way in which the directive works at 
the moment, and you can see from the language, is that 
individual ministries and individual deputies have 
accountability under the directive for carrying it out. 

What we have as a responsibility centrally relates to 
the operation of the Advertising Review Board. Minis- 
tries are expected to be in compliance with expectations 
such as, they have to work with the Advertising Review 
Board for the selection of creative resources. The 
Advertising Review Board has a role to play specifically 
where the campaign is expected to be in excess of 
$500,000. So that all comes through the board and is 
handled that way. 

The staff are responsible for the supports to the 
procurement process of resources. For instance, where 
there’s a vendor-of-record approach for a roster of 
creative resources, we provide support to the Advertising 
Review Board for that procurement process. 

In terms of the particulars of the creative content of an 
advertising campaign, we look at it from a very basic 
point of view, from a technical point of view, in terms of: 
Does it look as if it’s going to meet the needs of the 
campaign that the ministry has determined is_ the 
campaign they need? For instance, one of the policies 
which we operate under is to ensure that, depending on 
the particular campaign, there’s a representative reflec- 
tion of Ontarians, should that be appropriate to the 
particular campaign. 

We check it for those kinds of things, but the actual 
decision that we need a creative campaign would be 
made by independent ministries. They would be re- 
sponsible for having the authorized budget etc for under- 
taking a campaign and they would be responsible for 
working within the context of the directive in terms of 
that campaign being created and carried out. 

Mr Bradley: Do you think it would be advantageous 
for the Management Board Secretariat, being as it is 
totally non-partisan and independent, to have more 
specific control over individual campaigns by ministries? 
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I know you set the guidelines; I know there’s kind of an 
overseeing. Do you think that more power should be 
concentrated in the hands of the Management Board 
Secretariat to ensure that the advertising by individual 
ministries is in fact appropriate? 
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Ms Noble: That’s the kind of question we deal with 
on many fronts, as to whether or not you need centralized 
control. I think the principles that are at play in the 
operations of the public administration currently are that 
there is very much accountability that rests with 
individual departments and, as I said earlier, individual 
ministers are responsible for their departments. | think 
the question of whether or not there should be a central- 
ized control signoff and approval would have to be 
looked at in the context of whether people felt that that 
particular accountability was not functioning appro- 
priately. 

Mr Bradley: This may be an impossible question to 
answer, so I’ll frame it that way. Would Management 
Board Secretariat feel slighted by the Legislature or the 
government deciding that it was going to have an 
independent review board which would deal strictly with 
whether advertising is of a partisan nature or it is not? I 
can think of advertising by every government I’ve sat in 
the Legislature with that may be defined as not exactly 
non-partisan when I think of different ads all through the 
years. Would noses be out of joint at the Management 
Board Secretariat if such an agency were established? 

Ms Noble: | think I can safely say, from the point of 
view of the public administration, it’s obviously up to the 
Legislature, if it wishes, to make that decision, or if the 
government wishes to have an independent body. Would 
we be slighted if we had an independent body making 
decisions? That would be someone else’s decision and 
we would be working within that framework. 

Ms Martel: I noticed that there were Management 
Board exemptions to the directive, specifically on page 4 
with respect to Canadian content, and then on page 5 
with respect to the controls on advertising campaign 
themes being reviewed by the Advertising Review 
Board. Can you explain to me under what circumstances 
Management Board would be permitting exemptions? 
Can you give us some concrete examples? 

Ms Noble: Perhaps in terms of dealing with the trade 
agreements. The trade agreements call for all advertising 
over certain levels to be posted. This is really a pro- 
curement of services question. I think there would be 
very rare exceptions, and exemptions are by no means a 
matter of routine. However, the public posting under the 
trade agreement requires a minimum number of days of 
posting. There may be an issue of urgency and it would 
be on that basis that the board might approve an exemp- 
tion. So the case would have to be made that it was 
absolutely urgent that something be done and you didn’t 
have time to go to a public RFP process for X number of 
days on the MERX. 

In those circumstances, that wouldn’t necessarily 
mean that people didn’t check and have more than one 
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bid, but they simply would not be posting it publicly on 
the MERX system, which is what we use as a means of 
complying with the trade agreement. 

Ms Martel: I’m unclear as to the role of the Adver- 
tising Review Board. This is a branch of Management 
Board? 

Ms Noble: No, the Advertising Review Board is 
actually an agency, and the members are appointed by 
the government. 

Ms Martel: By OIC. Are they full-time or part-time? 

Ms Noble: They’re part-time. 

Ms Martel: How many board members? 

Ms Suzanna Birchwood: There are currently six 
board members. 

Ms Martel: What are their terms? Are they three- 
year? 

Ms Birchwood: They’re appointed to three-year 
terms. 

The Chair: Could you just identify yourself for 
Hansard. 

Ms Birchwood: I’m Suzanna Birchwood, from 
Management Board, communications. 

There are six board members, and they work on three- 
year terms. 

Ms Martel: They would be reviewing every item with 
respect to communications or advertising that is over 
$500,000? 

Ms Noble: They are responsible for obtaining the 
services for those which are over $500,000. 

Ms Martel: So they just do the tenders, then. Are they 
responsible for ensuring that the directive is also 
enforced? 

Ms Noble: The directive as it applies to the procure- 
ment process. Those are one and the same thing. 

Ms Martel: Would there be a difference between 
procurement, where I would think in terms of supplies on 
the trade side, versus hiring expertise for ads, like 
television ads, leaflets, that kind of thing? 

Ms Noble: They’re responsible for obtaining the 
creative service. They’re not responsible for the content 
of the campaign. The Advertising Review Board was a 
response to ensuring that there was some impartiality and 
to ensure transparency in the way in which this type of 
service was obtained by government. 

Mrs Munro: | want to come back to the question | 
began on the previous round with regard to the general 
principles. In the work you’re doing night now, are there 
any jurisdictions which have adopted these principles that 
you’re looking at that have any kind of role for a third 
party? 

Ms Noble: A third party being an independent third 
party? 

Mrs Munro: Yes. There has been much discussion 
about the notion of the need for a third-party process. | 
believe we’re looking at principles that come from the 
UK and New Zealand, and I just wondered if, in 
establishing those principles, they had also established 
any kind of third-party process. 
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Ms Noble: Not to our knowledge. In terms of the 
materials we have, they don’t speak to a third party being 
there. 

Mrs Munro: So these in effect are simply guidelines 
that would cover the kind of work that is being done 
now? 

Ms Noble: The information we have obtained would 
be the equivalent of our directive. It sets out the 
expectations and process, and there is no third party 
mentioned in the materials we have. 

Mr Bart Maves (Niagara Falls): Just two things. The 
first is that at the start I asked for a copy of the 1988 
auditor’s report, where we looked at government adver- 
tising and communications expenditures. Back in 1988, 
they reported—I’]] just read from it: 

“Advertising goods and services were acquired with 
insufficient regard for economy. Many of the expendi- 
tures we reviewed did not result from the ministries or 
the secretariats receiving value for money. For example, 
competitive selection procedures were not followed for 
subcontracted goods and services. Estimates invoices 
were not supported with adequate detail. Excessive costs 
were incurred. Questionable expenditures were made.” 

That was done under a 1985 directive. If that could 
happen under a directive that is virtually unchanged, | 
have to ask you, in a nutshell, how would you say we’ve 
tightened procurement policy so this type of thing 
doesn’t happen again? How would you say we’re manag- 
ing the system better so this type of thing doesn’t 
happen? The Liberals didn’t change it after the report 
came out, the NDP didn’t change it and apparently we 
didn’t really change it except for the Canadian content. 
So I’m just curious; how would you say we’ve tightened 
up so this type of thing doesn’t happen again? 

Ms Noble: There are two elements. One is the content 
of the directive itself. I think the directive that is in place 
is fairly clear, and I am not aware that there are particular 
concerns, given that the issues raised were procurement, 
that it is the directive that is judged not sufficient. What 
the audit report of 1988 spoke to was issues of com- 
pliance with the directive and that really comes down to 
the understanding of people about what is expected of 
them. 

What can be said is that as part of the work that is 
being done in terms of the restructuring and reform 
within the public service at the moment, there is a great 
deal of emphasis being placed on the issue of account- 
ability. This is being reinforced with respect to a direc- 
tive on accountability. It has been made much clearer 
within the public service in terms of individual managers 
and staff responsibilities for working within the 
framework that is set for them. 

In terms of what we have done, | think it really has to 
do with creating and changing culture and reinforcing 
within the culture the expectations of people that they 
will operate in compliance with the directive. 

As I said, I’m not aware of concerns about the defici- 
ency on the procurement side, although obviously there 
may be questions that we need to make sure we’ve 
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looked at before we finalize new language. | think it has 
much more to do with the culture within the organization, 
and there has been a considerable amount of effort made 
to reinforce with management the expectations that these 
are very serious and that there are clear expectations that 
they shall be complied with. 
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Mr Maves: With that in mind, politically I was smil- 
ing to myself, but as a taxpayer I was very frustrated 
when, last year or a year and a half ago, I came home and 
my wife had a fridge magnet on our fridge of Tommy the 
Tooth or Marty Molar or somebody with a toothbrush in 
his hand. It was a red and white fndge magnet, a little 
thing, and at the bottom all it said was, “Elinor Caplan, 
Minister of Health.” As a taxpayer, I was frustrated. As a 
politician, I was delighted because at the time Mr 
Bradley was after our government about what he thought 
were our partisan ads. 

Going by what the auditor talks about, the New 
Zealand audit office—he uses some of the principles they 
have in place—this fridge magnet, to me, didn’t explain a 
policy of the government in any way, which is something 
that New Zealand says it should do. Secondly, it didn’t 
inform the public of government services available to 
them at the time, unless the tooth was going to come and 
brush people’s teeth for them, I’m not sure, and it didn’t 
inform the public of their rights and liabilities under the 
law. These are just some of the things that the New 
Zealand audit office has in place as principles about 
material. 

Given your first answer about a change in culture, do 
you think the Ministry of Health would be able to 
produce thousands of fridge magnets like that again, or 
do you think there’s a possibility that could happen 
again, or with a change in culture and all this, is there 
anything that would stop us from being able to produce 
thousands of fridge magnets like that again? I know it’s 
an odd question. 

Ms Noble: I’m not sure if it’s designed for a straight- 
forward answer. But | think certainly within the context 
of expectations, we need to deal with the purposes, and | 
think to the degree that there is clarity brought in terms of 
the guidelines, and to the degree that whatever those 
guidelines are, there is work that is outside those 
guidelines, my view would be that the expectation would 
be that people would be complying with the guidelines. 

I think what I hear being said is in terms of New 
Zealand, would that comply? The answer probably would 
be no. 

The Vice-Chair (Mr John C. Cleary): Thank you 
very much. | think the time is up now. 


MANAGEMENT BOARD SECRETARIAT 


Consideration of section 3.12, Year 2000/information 
technology preparedness. 

The Vice-Chair: OK. Could we move on the next 
section. I would ask you to introduce your new people as 
they’re coming up to the table. 
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Ms Noble: Just to go over it again, to my immediate 
left is Scott Campbell, who is the corporate chief 
information officer for the OPS. To his left we have Gail 
Peach, who is with the Ministry of Health office 
responsible with respect to the outreach on Y2K. | also 
have, to my right, Paul Scott who is the ADM re- 
sponsible for the Y2K project for the government of 
Ontario. 

The Vice-Chair: Thank you very much. Do you have 
some opening remarks? 

Ms Noble: I do, with the committee’s indulgence. | 
guess the first thing to say is that, all along as we’ve been 
working with the Provincial Auditor’s office, not just on 
this most recent report but on the previous one, | think 
we at the secretariat have been very much concerned that 
we need to ensure that the public service and the 
government operations in Ontario are prepared for the 
year 2000. I’m pleased to advise you that much progress 
has been made since the auditor’s review for the period 
ending March 31, 1999. 

I’d like to, first, provide you with an overview of the 
program and then to bring you up to date with the status 
of Y2K or year 2000 readiness of the province and the 
measures that have been taken to address the issues 
raised by the auditor. 

As I said at the outset, we have found and have taken 
the challenge of the year 2000 extremely seriously. As 
the auditor reported, the cost of year 2000 compliance for 
Ontario government ministries is estimated at between 
$350 million and $400 million. 

In addition, at the time of his review, $324 million had 
been allocated to hospitals, $32 million to other health 
sector organizations and $89 million to other key parts of 
the broader public sector to assist them in their prepara- 
tions for system remedy and equipment replacement. 
This has been through ministries such as health, com- 
munity and social services, and education and training. 

The government’s year 2000 program began in 1996 
when the information and the information technology 
directions committee established the year 2000 co- 
ordination council. As the program began to expand, 
Management Board Secretariat established the year 2000 
corporate project management office—that was in 
1997—to coordinate ministry efforts, monitor progress, 
manage resource issues and report on progress to 
Management Board of Cabinet. Each ministry is re- 
sponsible for ensuring its own year 2000 readiness. 

The year 2000 project is the largest information tech- 
nology project the government has undertaken. Our 
major challenge was to identify, fix, test and reimplement 
any date-sensitive technology. To achieve this within the 
time available, we focused resources based on criticality 
and risk. We also established target dates for completion 
of significant project activities. 

As the project proceeded, we closely monitored and 
applied confidence ratings for each project. Where 
acceleration was needed, we required the ministry to 
develop specific detailed action plans in order to 
accelerate the project. Throughout the process, we have 
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applied quality assurance measures and due diligence 
principles to gain comfort that we had done not only the 
right things, but we had done them in an appropriate 
fashion. 

The auditor acknowledged that we had implemented a 
number of sound practices in both his 1998 and 1999 
reports. 

The government’s priority was to focus in on the 
mission-critical projects first. There were 63 projects 
identified within the Ontario public service where 
computer systems are essential to a ministry’s operations 
or its ability to provide services to Ontario, where public 
health and safety may be impacted, or where critical 
payments or collection of revenue may be prevented 
were the systems to fail. 
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Following his 1999 review, the auditor recommended 
that the government should further accelerate the 
conversion of mission-critical projects. I am happy to be 
able to report to you that all 63 mission-critical projects 
are now complete and considered Y2K ready. 

The government’s next level of priorities was to focus 
on business-critical projects. Business-critical projects 
include systems or technology components that support 
mission-critical projects, core businesses or internal 
administration processes. Two hundred and forty-three 
such projects were identified as important in supporting 
the effective and efficient management of government 
programs and services and are broken down into three 
levels. Of the 243, 53 were deemed to be business-critical 
tier 1; 127 were considered business-critical tier 2 
projects; and 63 were business-critical tier 3 projects. 

To illustrate, an example of a business-critical tier | 
project would be the laboratory equipment project at the 
Ministry of the Environment. This project has been 
undertaken to remediate specialized environmental test- 
ing equipment at the ministry’s laboratories. The Ontario 
Science Centre exhibits and support systems is an 
example of a business-critical tier two project. They are 
with the Ministry of Citizenship, Culture and Recreation. 
This project involves the remediation of attraction 
exhibits and support systems including computerized 
exhibits, OMNIMAX theatre systems, security systems 
and telephone systems at the centre. 

The remediation of a correspondence tracking system 
which tracks the receipt and disposition of corre- 
spondence received by the deputy’s office and other 
offices at the Ministry of Consumer and Commercial 
Relations is an example of a business-critical tier 3 
project. Through those examples, I hope the committee 
can see the way we weighted and set priorities at the 
three levels. 

During the 1999 review, the auditor recommended that 
the government further accelerate the conversion of 
business-critical projects. As of November 16, 91% of all 
business-critical projects were complete. The corporate 
project management office has reviewed and confirmed 
ministry plans for completing all required business- 
critical systems by the end of 1999. Contingency plans 
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are in place for any projects that are currently incomplete 
and which support necessary service. 

The auditor has also recommended that the govern- 
ment should further accelerate the development of con- 
tingency plans. Each ministry is responsible for 
developing and testing a comprehensive business con- 
tinuity plan for its key businesses, focussing on 
maintaining critical business operations should problems 
occur. I am pleased to report that all ministries have plans 
in place that will be activated in the event of a disruption. 

To meet the year 2000 challenge, the government has 
also identified priority sectors, which include the broader 
public health sector, public safety and emergency pre- 
paredness, water and sewage, and power. The broader 
public sector organizations and other service providers 
are responsible for their own year 2000 readiness. 
However, the government is liaising with these organ- 
izations and service providers and collecting information 
from them about their own states of year 2000 readiness. 
Depending on their relationship, ministries have provided 
some financial support and assistance to the BPS 
organizations and other service providers from time to 
time. 

The auditor expressed his particular concern with 
regard to the broader public health sector and recom- 
mended that the government should intensify monitoring 
the readiness of hospitals. On the basis of data provided 
by the hospital sector, 89% of hospitals will have 
completed their remediation by the end of November and 
100% by December 31, 1999. More than 92% of all 
hospitals have reported completion of their contingency 
plans, and all will be done by the end of December. 

At the end of his summary report, the auditor 
referenced other detailed review observations. Included 
in them, the auditor recommended that the Ontario Realty 
Corp should devote additional resources to its 
remediation efforts, closely monitor progress and develop 
contingency plans. Additional resources have been 
assigned to complete outstanding work including the 
development of contingency plans. In addition, the cor- 
porate project management office continues to closely 
monitor ORC’s progress. 

The auditor also recommended that MBS should 
develop and distribute system certification criteria as 
soon as possible and set target dates for systems to be 
certified. I am pleased to report that ministries confirmed 
their state of readiness as at September 30, 1999, using a 
self-assessment or certification program which incor- 
porated information from independent _ third-party 
reviews. 

Finally, the auditor recommended that ministries 
should ensure that their business-critical project plans 
include detailed steps for each phase. Ministries have 
submitted detailed action plans to the corporate project 
management office. 

As we approach January 1, 2000, I believe we have 
taken prudent measures to manage the risk associated 
with the year 2000. We have implemented plans to 
restrict activity at key times and control the systems 
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production environment to promote a smooth transition 
through the critical event period. In addition, a corporate 
response centre and ministry response centres will be 
established to address potential disruptions and issues 
that may arise during the transition period. Vacation and 
overtime policies are in place to ensure that key staff will 
be available during the transition period, which has been 
defined as December 27 through January 10. Protocols 
are being developed to effectively manage communi- 
cations as well. 

During the transition period the corporate response 
centre will have a representative in the Emergency 
Measures Ontario provincial operation centre to act as a 
liaison and keep the corporate response centre apprised 
of emergency situations in the unlikely event that any 
should occur. 

The government has taken the challenge of year 2000 
extremely seriously, and we will continue to manage the 
risks related to the year 2000 in order to minimize service 
disruption for Ontario citizens and to protect their safety 
and well-being. 

This concludes my remarks to the committee. 

The Vice-Chair: Thank you very much. It is my 
understanding that we’ll go in five-minute rotations 
starting with the official opposition. 

Mr Bradley: Like Mr Maves, I am amazed that 
nobody figured this was going to be a problem until the 
late 1990s, and now it’s all we hear. We’re probably sick 
of hearing Y2K, but nobody anywhere seemed to talk 
about Y2K problems until nearly the very end. 

I guess the overall question I have, in the absolutely 
worst-case scenario we hear from those who have written 
those books and promote them on various radio and 
television programs, what contingency plans are there, if 
you are able to reveal them, in terms of public order if all 
hell breaks loose on January 1, 2000? That’s the most 
extreme scenario, but you keep hearing people saying 
this could happen and we’ll have the army in the streets 
and maybe no police are going to be able to be off at that 
time. 

What contingency plans are there in terms of public 
security? 

Ms Noble: Perhaps I could answer generally and then 
invite colleagues to add anything if they wish. 

In general, the approach to this at all levels has been 
one of very strong co-operation and coordination. Con- 
sequently we hear that the province has been working 
very closely with the federal government initiatives on 
their very strong ties between Emergency Measures here 
in Ontario and the people in Ottawa, and so they are 
coordinating plans within their own operations. Emerg- 
ency Measures here in Ontario is working with individual 
municipal jurisdictions within the context of how they 
work together around Emergency Measures plans. 

At the individual municipal level, clearly they would 
be making plans with respect to public security within 
their own areas, and so I don’t have details of which 
incident would promote what reaction. But I think I can 
tell the committee that the manner in which this has been 
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done has been based on very strong cooperation between 
various levels of government and in terms of jurisdictions 
across the country. As well, I’m aware that the federal 
government is also working in cooperation on a North 
American grid. So we have a series of groups working 
cooperatively, one with the other, in terms of insuring 
that plans are in place. 

I don’t know whether Paul wants to add anything to 
that. 

Mr Paul Scott: Only to say that the provincial opera- 
tions centre, which is the instrument of Emergency Meas- 
ures Ontario operation, will be in operation beginning 
December 30, as if there were an emergency, and totally 
prepared to respond to any kind of emergency that arises 
and, as the deputy said, is in touch with the national 
contingency planning group in Ottawa. So every step has 
been taken, and they’ ve all been tested. There was a two- 
day test of our emergency measures operations in 
September to ensure we’d be ready. 

Mr Bradley: Again, it’s difficult for government to 
control everything. We talked about hospitals a little 
while ago in the committee. Without going into detail 
since we were in camera, I guess, we talked about what 
happens with hospitals and so on. But what about 
something even broader than that, over which you would 
have a bit of leverage only because you pay the bills? 

Let’s focus on medical things, for instance. Whatever 
is going to happen with doctors’ offices and other 
medical clinics that aren’t hospitals, which you can fairly 
directly control. Whatever is going to happen in those 
situations? How are we controlling them, and how are we 
assisting them with their computer systems. As we know, 
virtually everything is on computer, and I guess there are 
two things to look at: You could make a mistake money- 
wise but, more importantly, a mistake on medication or 
on a diagnosis or something of that nature. How much 
control do we have there and how much directive have 
we given there? 
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Ms Gail Peach: We have been surveying on a 
quarterly basis all of the broader health care sector, all of 
the institutional components. We also did a survey of the 
medical profession, laboratories and pharmacies across 
this province through a telephone survey that was 
randomly sampled. We did a very extensive survey at the 
beginning specifically with physicians to identify very 
clearly what type of equipment they had in their offices, 
and we found out that there was actually very little 
equipment in their offices that would be implicated 
because of computer chips and digitalization. 

We also then funded all of the health care associations, 
such as the Ontario Hospital Association, the Ontario 
Medical Association and the pharmacists’ association, to 
develop educational materials and toolkits that were 
distributed to their members so that they would be able to 
know what the issue was and how to proceed in an 
organized way to address the problem. We believe and 
certainly the reports that we get back from the associ- 
ations are that there has been very extensive education 


and support provided to all components of the broader 
health care sector. 

Ms Martel: I ask for the indulgence of the deputy. I 
do want to ask questions on this, but there was one 
question that I forgot on the advertising, so I just want to 
go back to it. 

The directive on page 5 is very clear. I’ll just quote it 
for Hansard: ‘““The names of ministers and/or deputy min- 
isters are not to appear on any government advertisement, 
pamphlet, brochure, sign or any other media.” With 
respect to the blue highway signs that say, “Your tax 
dollars at work,” have Mike Harris’s name on them. They 
say, “Premier Harris.” I’m wondering how that is 
allowed to happen even now under this directive. 

Ms Marilyn Mushinski (Scarborough Centre): It’s 
the same directive you were under. 

Ms Martel: I just wanted to raise the point that it’s 
happening now under the Conservatives, and I’d like to 
know why this is happening and who authorized it. 

Ms Noble: The decision about the highway signs was 
not something that was dealt with through Management 
Board, if you’re asking that question, whether it would be 
part of a decision that would have been made on program 
content. I think the question of that language in the 
directive and its use is something that obviously is under 
review. It’s also a particular element that’s addressed | 
believe in the United Kingdom guidelines, where they 
actually do allow that there could be names, but under 
certain circumstances. 

Ms Martel: Without changing the directive, because 
you’ve told us that the current directive is in place and 
you’re looking at revisions, right now under the directive, 
as I read page 5, a minister's name, and that would 
include the Premier because he is a minister, should not 
be on a sign. It is explicitly forbidden under this guide- 
line, and I would like to know how it happens that right 
now on highway signs in the province, Premier Harris’s 
name appears. Who authorized that? 

Ms Noble: As I said, I don’t have the answer to that 
question in the sense that the decision about content is 
made by the individual ministries. The question of those 
signs would not have come through the Advertising 
Review Board or any central process in that sense, so I 
can’t give you the answer to the question. 

Ms Martel: But it would have come to Management 
Board, would it not? 

Ms Noble: No. The design of those signs—in fact, I 
don’t even believe that the money for the signs would 
have come through. They would have been part of the 
program project in terms of highway signage. 

Ms Martel: What signs are we referring to, then, in 
the directive if they’re not highway signs? What kind of 
signs are we talking about? 

Ms Noble: I wasn’t arguing about the definition of a 
sign. You were questioning who authorized, and I was 
indicating I didn’t have the answer. 

Mrs Munro: On a point of order, Mr Chair: I just 
wanted to raise the issue that we had already agreed on 
the times for the discussions on this issue. I think that we 
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have heard an answer from the deputy on the issue, and I 
would just ask that we go back to our original agreement 
on the times for discussion of items. 

The Vice-Chair: OK. We’ll let the deputy finish the 
answer and then we’ll move on. 

Ms Martel: She said she doesn’t know, so I would 
ask the deputy to return to this committee—you can send 
it by mail to our research officer when you find out the 
details of how that was authorized, because my read of it 
would be clearly that it should not be authorized and 
those signs should be taken down. I would like to know 
how this managed to get past a directive which very 
clearly talks about signs. 

The Vice-Chair: I think we’ll have to move on with 
another question, because we agreed on the 40 minutes 
for each issue. 

Ms Martel: With respect to hospitals, the ones that 
did not comply even after the auditor had made a 
recommendation and expressed very serious concerns 
about Y2K and hospitals not being in compliance, can 
you give us some indication of what the problem was 
with those 20 or 30 or so hospitals that even after they 
were clearly asked by the Ministry of Health to let the 
ministry know the level of compliance still managed to 
delay and stall? 

Ms Peach: The auditor’s report was as a result of a 
survey that was taken in January. At that time there were 
20 hospitals that indicated through their self-assessment 
that they were not sure they would be able to be 
compliant and be ready for year 2000 by December. 

We have continued to survey on a quarterly basis until 
September of this year and then we moved into monthly 
surveys. Since the summer survey, all hospitals have 
clearly indicated from their self-assessments that they 
will be compliant for the year 2000. There is no hospital 
outstanding. In fact, with the directive that went out in 
October by the deputy minister requesting that signed 
statements be received by our office that all contingency 
plans be in place, we have now a 96% response rate that 
indicates that all hospitals do have their contingency 
plans in place. The four outstanding hospitals we have 
been in touch with on a weekly basis, and they have 
indicated that they will have those signed statements to 
our office by the end of November. 

Ms Mushinski: I’d like to pursue what’s been 
identified by the auditor in terms of the accountability 
framework and the relationship of the Ministry of Health 
to the transfer partners or to the broader public sector. 

It seems to me that the hospitals, as I recall, were 
asked to identify what the funding requirements would be 
in order to upgrade their computers to become Y2K 
compliant. The money was flowed, my understanding 1s, 
much earlier this year, probably January or February, in 
order to do that. Yet there were still I think 40 or 41 
hospitals that did not become compliant by the time the 
auditor had completed his audit and there was some 
significant resistance from those hospitals to obey the 
ministry’s directive, if that’s correct. 
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Could you tell me what you have done to make sure 
that compliance is ready by the year 2000 and, given that 
certain critical components have been identified, what 
we’re putting in place to make sure that our transfer 
partners do indeed comply with ministry directives in the 
future? 

Ms Noble: Perhaps I could just make a general 
statement and then turn it over to Gail. 

One of the things in terms of dealing with the broader 
public sector on this issue, from the government’s 
perspective, the various agencies that the government has 
dealings with, whether they be hospitals or children’s aid 
societies or some other institution, from the perspective 
of responsibilities, these are independent organizations 
and they have an independent responsibility for the 
operations of their corporations, and I use that term in its 
very general sense. 

Consequently, the role the government has been 
playing has been one very much ensuring that the sectors 
we deal with are fully aware of the issues. They are 
aware of their obligations in terms of readiness and to 
provide support as we can, in terms of making sure that 
they are ready. That’s the framework within which we’ve 
been operating. I will turn it over to Gail Peach to 
respond in terms of the specifics of your question. 

1140 

Ms Peach: Certainly with the results that were 
reported by the auditor, those were January survey results 
of a self-assessment. In order to remediate the equipment 
that exists within hospitals, that takes a certain amount of 
time, so there was never any expectation that the remedi- 
ation would be completed by January 1999. The expecta- 
tion was that remediation and contingency planning 
would be completed by December 31, 1999, so that the 
health care system would be ready as we passed through 
the millennium. 

The results are indicating very clearly now that the 
hospitals are ready and that they have, as of November 
15, notified their stakeholders, their communities, as to 
their state of readiness. 

In terms of the accountability and the money that was 
flowed, in September we did survey the field to gain an 
estimate as to the costs that were anticipated to do the 
remediation and preparation for year 2000. Since that 
point in time, $387 million has flowed to the broader 
health care sector to assist them with their remediation 
and contingency implementation plans. 

Mr Erik Peters: I just want to make a small clarifica- 
tion. We never asked whether hospitals were ready in 
January 1999, that they were complying. You had asked 
in January 1999, “Will you be ready by December 1999, 
with the readiness?” I just wanted to clarify that point. 

Ms Mushinski: I understood that. 

Mr Peters: OK, good. 

The Vice-Chair: The official opposition. 

Mr Bradley: When you transfer money to various 
agencies for the purposes of dealing with Y2K problems, 
how do you police the fact that the money that is alloca- 
ted to them is actually spent on Y2K problems and not 
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squirreled away in some other account for other 
purposes? 

Ms Noble: Each ministry’s practice varies slightly, 
but in general we’re asking that there be a submission 
and reconciliation of accounts so that we will have a 
chance. It won’t be for some time, because we’re waiting 
for the material to come in the post-January | period. But 
the processes do include reconciliation. 

I don’t know if you want more details. We can get 
some more details from the health sector specifically. 
Money has been given. If it’s found, again specifically in 
health, it doesn’t meet the requirements, then there is an 
ability to work within the existing financing framework 
to ensure they only got what they needed for Y2K 
purposes as part of this initiative. 

Mr Bradley: When you were seized of this problem, 
let’s put it that way, for the first time—you may have 
brought consultants in; more likely you have your own 
expertise within the ministry of course—did you sit down 
to try to anticipate how crooks might take advantage of 
the Y2K problem to disrupt government? 

I guess if we were in revolutionary mode where we 
didn’t have a democracy, we might worry that people 
were going to use it to overthrow the government or 
something. In this case, I’m thinking of people who could 
be crooked and try to take advantage of the Y2K 
problem. Did you have people who anticipated that and 
you dealt with the problem? 

Ms Noble: I think as we approach the date all the 
parties involved in this process have anticipated that 
there may be those who wish to cause disruptions and 
take advantage of the expectation or the possibility of 
disruption, and steps have been taken. I would leave to 
Scott Campbell the comments specifically in terms of our 
own network and computer operations. 

Mr Scott Campbell: In terms of the issues around 
security, we have the normal procedures around security 
in terms of virus scanning, firewalls, proxy servers, 
things like that. But in terms of what we are actually 
doing over the transition period, as we call it, from 
December 31 to January 1, we have a heightened level of 
security preparedness. It’s fair to say there have been a 
number of things in the media about this. We are ensur- 
ing that all our virus scanning software, for example, is 
up to date. We are ensuring that all ministries have their 
virus scanning software up to date. The same thing is true 
for firewalls and so on. 

The other point I would make is that over this 
transition period, basically this 24- to 48-hour period, we 
are only running that which is absolutely essential. We’re 
not running all our systems, thereby reducing our ex- 
posure to what’s absolutely critical to run over that 
period. As we go through that period and see that things 
are stable or they need some adjustment, we’ll start 
ramping back up and reinitiating the systems. As you 
know, December 31 falls on a Friday, and we have a 
Saturday, Sunday and of course a holiday Monday, so in 
effect we have three days in which we can reinitiate the 
various systems and so on. 
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Ms Martel: Of the $350 million to $400 million that it 
has cost to comply, how much of that would have been 
directed to hospitals? Do you have a breakdown ministry 
by ministry or sector by sector? 

Ms Noble: There are actually two amounts. The $350 
million to $400 million that I was referring to specifically 
is a range on the government, in terms of remediation of 
its Own operations. There is a separate amount that has 
been set, and I believe currently the number is $355 
million, for the health sector. 

Ms Martel: Those would have been the two signifi- 
cant expenditures, internal government ministries and 
then specifically hospitals. 

Ms Noble: Yes. 

Ms Martel: What about labs? 

Ms Peach: According to the eligibility criteria deter- 
mined by Management Board, labs were not eligible for 
financial assistance from the province of Ontario. 

Mr Maves: First of all I want to congratulate you, 
because the auditor, in general terms, for the most part is 
pleased by the performance that the government has had 
on Y2K readiness. We shouldn’t lose sight of that. You 
deserve some congratulations. 

My last question is going to be, where are you all 
going to be on New Year’s eve, so I feel safe? 

You said government-wide you spent $400 million; on 
the health sector, $355 million. Do you have a number 
that we spent on the whole BPS? 

Mr Campbell: In terms of the Ontario public service 
itself—that’s the Ontario government directly—to date 
we’ve spent $316 million. In terms of the broader public 
sector partners and agents, we’ve spent $163 million. In 
addition, for medical equipment there’s another $300 
million. So the total is $780 million. 

Ms Noble: Just to clarify, that’s actual expenditures to 
date. We are anticipating that there are still some bills 
that we have not yet received. In other words, expendi- 
tures have been made but the monies have not yet been 
recovered. So the numbers, when we finally finish with 
this, will be higher than the ones we’ ve just given you. 
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Mr Maves: My question is actually to Mr Campbell, 
because I think he is an IT specialist. Mr Bradley, when 
he started off, alluded to it, and that is when people first 
really tweaked to the whole Y2K problem. | think the 
earliest we heard of anyone really starting to do some- 
thing about it was the Bank of Montreal in 1994. 

I don’t know how long you’ve been in the government 
of Ontario, but I just wonder, when did people within the 
government start to say, ‘“We’ve got to do something 
about this’? In general, why do you think it took until the 
latter half of the 1990s to really get moving on it? 

Mr Campbell: You’ve asked three questions. The 
answer to your first question is that I’ve been with the 
Ontario public service in excess of 27 years. 

Secondly, we started to deal with the Y2K issue in 
November 1996. 
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Thirdly, in terms of the latter part of your question, | 
think there is always a tendency to say, “Maybe this will 
be solved in other ways,” and so on. 

I think what happened in the early to mid-1990s is that 
there were many people who felt that many of the 
systems that were around at the time were actually going 
to be replaced, that: “Oh, we’ll never keep this system 
up. We’re obviously going to replace it with X or Y.” As 
the middle of the 1990s came upon us, people said, “Oh 
no, I guess we’re not. We’re going to keep this system, 
so therefore we have to repair the system as opposed to 
replacing it.”” We couldn’t replace it, either because we 
didn’t have the time or, alternatively, we wouldn’t have 
had the money. It’s a very significant exercise from a 
financial point of view to replace some of these systems. 

And to answer your question, Mr Maves, I will be in 
the corporate response centre on December 31. 

Mr Maves: None of you will be flying? 

Ms Noble: No, we’ll be here. 

Mr Bradley: Not as exciting as my New Year’s Eve. 

The Chair: You’ll be here; we all know that. 

Mrs Munro: | just wanted to echo Mr Maves’s 
comments with regard to the work that has been done, 
obviously in a relatively short period of time. The issue 
that I think you identified was the issue of the broader 
public sector and the ways by which that had to be 
addressed. J think on a long-term basis all of us recognize 
that that continues to be an issue in providing direction, 
so I simply want to add a note of congratulations on 
getting it all together. I’m glad to know that’s where 
you'll be New Year’s Eve. 

Mr Bradley: I can’t possibly think of many more 
questions to ask about computers, since my laptop con- 
sists of a sheaf of lists and my knowledge of computers 
has been described by some as medieval. 

I’m intrigued by the fact that simply changing a date 
into a new century can somehow throw all these com- 
puter systems into disarray. I just find that flabbergasting, 
if that’s a proper use of that word. So unless Mr 
Gerretsen has some further insights into these computer 
problems, I certainly will terminate my comments now. 

The Chair: My knowledge is just one year ahead of 
your knowledge. That’s about all. 

Thank you very much, all of you, for your attendance 
here this morning and for the answers to the questions 
that you gave. 
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The Chair: There is one other matter that I wanted to 
very quickly deal with with the committee before 12 
o’clock. 

You may recall the 1998 annual report. The issue was 
raised that there were some time-specific issues in that 
report and in order to give that report any meaning at all, 
some of those times had to be changed. 

Ms Mushinski: Extended. 

The Chair: Yes, they had to be extended, in some 
cases by six months. Where, let’s say, it had been a year 
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but that year has already passed, I think the suggestion 
has been made that it be six months. Would you like to 
address that, Ray? 

Mr Ray McLellan: Elaine Campbell prepared this 
report last year. Elaine is in my office. I sat down and 
talked to her, and she said that in some instances we’ll 
just have to make adjustments. It’s more of a technical 
nature and certainly doesn’t change the content of the 
report. 

As you can see on page 3, paragraph 3, January of this 
year to January 1998, it’s minor things, and in some 
cases it was a tense they have changed, but certainly not 
the substance of the report. I have Elaine’s assurance on 
that. 

I did speak with the auditor briefly after the last meet- 
ing on this issue, and also I spoke with the Chair about it. 
If the committee is in agreement, it seems to me that it’s 
a fairly straightforward thing. Hopefully that’s the case. 

Mrs Munro: The only comment I would just wish to 
make is that in accepting these changes, it’s on the 
understanding—during our previous meeting I believe 
we had agreed that there would be no changes. I rec- 
ognize the advice that’s being provided to us here today, 
but just for the record to understand that despite the 
commitment that we had made previously to accepting it 
without change, we are now accepting it without change 
except for these suggestions. 

The Chair: I believe it was discussed at the tail end of 
the last meeting; I could be in error on that. But in effect 
some of these are merely grammatical changes. 

Mrs Munro: | understand that. I’m not objecting to 
that. I’m just saying that it was my understanding that, 
when we left the last meeting, the direction was that this 
would be accepted without change. All I want is to make 
it clear that, while accepting that in principle, we are then 
prepared to pass it now with these changes. Is that fair to 
everyone? 

The Chair: That’s my understanding. 

Mr Maves: Just a question. Is this common practice, 
that this committee has to approve retroactive changes to 
a report? Is that why this comes here? 

Mr Peters: I just wanted to help out. If you’ll recall, 
at the last meeting the report was distributed to every- 
body just at the very tail end. What happened is, actually, 
as you walked out the door you flipped it open and it said 
all of a sudden that this committee should have had the 
report by April 1, 1999, on this issue and by the others. 
Then we had a little bit of a huddle as to how we best 
deal with it, and the idea was that the researcher would 
go through and see where we might have been in default; 
in other words, by tabling the report, by saying we ex- 
pected reports to happen or things to happen that just 
didn’t happen and the committee didn’t know if they had 
happened or whatever. So what we’re doing now—the 
approach was taken that the researcher would go through 
the report and see, where there are factual corrections of 
this nature to be made, that they would be brought 
forward to this committee. That’s where we stand right 
now and that’s why you have it in front of you. 











25 NOVEMBRE 1999 


Mr Maves: Do we need to look at the implications of 
these? 


Mr Peters: The only implication is that somewhere 
you might want a briefing as to whether some of the 
reports that were promised or that were to be looked at— 
whether you wanted to have that brought forward or deal 
with those reports that were in stage. That’s really the 
only other implication. 


Mr Maves: Is there any reason why we couldn’t just 
approve this at our next meeting? 
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The Chair: Maybe that’s the best way to deal with it 
in all fairness, because it was Ms Martel that insisted 
there be no changes made. Then later on there was 
discussion to the effect that if there were just some of 
these grammatical and time changes, she had no problem. 
Since she isn’t here, I quite frankly would prefer to hear 
her comments as well before we deal with this. Perhaps 
we could just table this until our next meeting. 

Mrs Munro: I|’1] move adjournment. 

The Chair: We’re adjourned until next Thursday. 

The committee adjourned at 1158. 
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The committee met at 1045 in committee room 1, 
following a closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR: 
MINISTRY OF COMMUNITY 
AND SOCIAL SERVICES 


Consideration of chapter 4(3.03) child and family 
intervention program, and chapter 4(3.04) transfer 
payment agency accountability and governance. 

The Chair (Mr John Gerretsen): Good morning, 
everyone. I’d like to open the public accounts committee 
hearings for today. We’re dealing with two issues related 
to the Ministry of Community and Social Services. The 
committee decided earlier to deal with both issues at 
once, so the questions may be coming on either one of 
the reports. 

Perhaps you could introduce yourselves. 

Mr Kevin Costante: Good moming, Mr Chairman. 
My name is Kevin Costante. I’m the Deputy Minister of 
Community and Social Services. 

The Chair: Would you like to introduce the other two 
people, please. 

Mr Costante: Angela Forest is the assistant deputy 
minister of business planning and corporate services. 
Cynthia Lees is the acting assistant deputy minister of 
children, family and community services. 

The Chair: Did you want to make a short presentation 
on the two sections? 

Mr Costante: I have some opening remarks, if that’s 
OK. 

The Chair: Yes, go ahead, please. 

Mr Costante: First of all, | want to say thank you for 
having us here today to respond to the two sections of the 
1999 report of the Provincial Auditor. The two areas we 
were asked to come and talk about today were the 
transfer payment agency accountability and governance 
report and the child and family intervention program 
audits from the 1997 auditor’s report. 

The Provincial Auditor plays an important role and we 
very much appreciate the advice we get from him. In 
these two audits, he was calling for the greatest possible 
accountability and the prudent, responsible use of public 
funds, a goal we obviously share with him. I'd like to say 
that we’ve been working hard to implement these 
recommendations the auditor made. 


Before I respond to the specific sections of the 
auditor’s report here today, I’d like to set a little bit of 
context by talking about the ministry generally, if I could. 


The Ministry of Community and Social Services is 
one of the largest ministries in the Ontario government. 
This fiscal year, our combined operating and capital 
expenditures are approximately $7.8 billion, and we have 
a staff complement in excess of 6,000 employees. 


We plan and arrange for an affordable and effective 
system of community and social services throughout the 
province. Services are provided to Ontarians who are 
vulnerable and in need, including adults, children and 
youth, people with physical and developmental dis- 
abilities and aboriginal people. 

One of the two core businesses is to provide income 
and employment supports to Ontario residents who are 
most vulnerable and in need. Income support is provided 
through the Ontario Works program, which is muni- 
cipally run, and the Ontario disability support program, 
which enables disabled individuals to live as independ- 
ently as possible. That program is run by the ministry. 


Our second core business is to provide effective and 
accountable social and community services to those in 
need and invest more of our resources in prevention and 
early intervention services. 

The social and community services that we provide 
include funding for child welfare, children’s mental 
health and young offender services; funding for child 
care services for low-income families with young 
children; funding to help support children and adults with 
developmental disabilities; and funding for adult services 
such as support for people with disabilities and for 
victims of domestic violence and their children. 


Most of the social services are provided by commun- 
ity-based, mostly not-for-profit agencies run by volunteer 
boards of directors. They’re commonly known as transfer 
payment agencies. They receive funding from the 
government, but they are independent organizations that 
must meet the requirements of the Corporations Act. 
Some of our services are also provided by for-profit 
organizations. 

In 1998-1999, the ministry worked with more than 
3,100 transfer payment agencies, including child care 
agencies. Together they received about $2.1 billion in 
funding, and that excludes transfers to municipalities for 
social assistance costs. 
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As members of the committee know, municipalities 
are now the primary deliverers of Ontario Works and, 
soon, child care. As of January 1, 1999, municipalities 
have assumed delivery of Ontario Works, and by January 
1 we’ll have transferred our child care responsibilities to 
them. 

Transfer payment agencies include a range of organ- 
izations and groups, such as women’s shelters, hostels, 
group homes, associations for community living, First 
Nations groups, municipalities, children’s aid societies 
and child and family intervention programs. 

The ministry is accountable for the services transfer 
payment agencies provide with our funding, but we do 
not manage the individual agencies or the employees of 
those agencies. I should also point out that a number of 
the transfer payment agencies we support also receive 
funds from other sources, such as other levels of 
government, the private sector, foundations or through 
their own internal fundraising activities. 

In the past several years there have been many 
changes to the activities of the Ministry of Community 
and Social Services. Much of this change has been as a 
result of the fundamental reform of the social assistance 
system with the creation of the Ontario Works program 
and the Ontario disability support program. The second 
major change has been the reform of the child welfare 
system to provide better protection for children in the 
province, and this has included legislative changes, 
funding reform, increased resources, training for the staff 
in the societies as well as the board members, new 
technology and better procedures to assess and track the 
services they provide. We are also in the process of 
restructuring social services for children and adults with 
developmental disabilities to better meet client needs. 
We’re doing this by implementing our multi-year Making 
Services Work for People initiative, and we are intro- 
ducing changes to make the system more efficient and 
effective for the people we serve. 

Making Services Work for People is about making the 
best use of our resources to ensure that people get the 
right help at the nght time. It will help us move from a 
service system that is often complex to one where people 
have easier and better access to information and services 
through better coordination. Along with these changes, 
we have also been putting an increased emphasis on 
programs and services that will prevent and intervene 
early to help children at msk. By investing in prevention 
and early intervention, our goal is to avert more 
intensive, expensive services down the road. 

These and other changes have had an impact on our 
transfer payment agencies, both in what is expected from 
them and what we provide to them to meet those 
expectations. 

Ill now deal with the specific items, if I can, the first 
one being the recommendations on transfer payment 
agency accountability and governance. The provincial 
audit on that topic, which was completed in the 1996-97 
fiscal year, raised a number of concerns about the 
accountability and governance of transfer payment 
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agencies, and that audit made a number of valuable 
recommendations. 

Since that time the ministry has been taking steps to 
carry out the recommendations made in the report and to 
ensure that the transfer payment agencies use provincial 
funding in an accountable and responsible manner. While 
we acknowledge that more remains to be done in this 
large and complex program area, we are pleased to report 
that we’ve made significant progress in response to each 
of the recommendations of the Provincial Auditor. 

In terms of the overall accountability and governance 
in the ministry, in June of this year we approved a gov- 
ernance and accountability framework that will provide a 
strategic context for coordinating existing governance 
and accountability initiatives and the development of new 
initiatives. The purpose of the framework is to guide 
work on governance and accountability in the ministry 
and to ensure there’s consistency and clarity in the way 
work is done. 

Historically the ministry has many accountability 
approaches in each of its various programs. However, we 
had no overall framework that was consistent across all 
of our various business lines. 

Once the ministry’s framework is implemented, we 
are confident it will result in a strategic policy umbrella 
for all ministry initiatives affecting governance and 
accountability. It will bring into place broad principles 
and mandatory requirements to guide governance and 
accountability initiatives; create clear statements of 
results that the ministry expects to be achieved with the 
expenditure of public funds; performance measures to 
enhance the reporting and monitoring of results will be in 
place; and lastly, there will be an understanding by all 
parties receiving transfer payments of the corrective 
actions that need to be put in place to ensure that funds 
are spent in a manner that is consistent with expectations. 

As a first step in implementing the framework, we are 
developing requirements for governance and account- 
ability for the munistry’s transfer payment agencies, 
municipal partners and other service providers. These 
new and enhanced requirements will establish clear ex- 
pectations that the ministry has for transfer payment 
funding and will ensure that we’re in compliance with the 
Management Board directive on accountability by April 
1, 2000. We expect that full implementation of the frame- 
work will take us several years to put in place. 

I can’t stress enough how important the imple- 
mentation of the ministry governance and accountability 
framework will be in bringing together all the work that 
has been done in the various program areas of the 
ministry. 

A good example of the kind of work that is being done 
to improve transfer payment agency accountability and 
governance is in the area of child welfare reform, where 
accountability has been built into all of our welfare 
reform initiatives. The work on accountability 1s clearly 
focused on the protection of children and fiscal account- 
ability, and these two goals are directly linked in the 
accountability framework. 
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The expectations for protecting children and effective 
stewardship of the public funds accountability approach 
in child welfare are supported by clear roles and 
responsibilities for everybody; service agreements or 
contracts with children’s aid societies; standardized 
eligibility for service consistent with legislative and 
regulatory requirements; an improved and streamlined 
approach to monitoring, which will result in an annual 
report card on each CAS; a funding framework based on 
unit costs; and a comprehensive approach to training and 
capacity building for CAS staff and boards. 

In addition, research has been completed on what 
outcomes should be tracked in child welfare. In par- 
ticular, Human Resources Development Canada, the Bell 
Canada research unit and directors of child welfare 
across Canada have selected 10 important indicators to 
monitor. Ontario will be the first province to begin pilot 
testing and implementation of data collection on these 
indicators. Data collection on three of the indicators will 
begin in 1999-2000. Information on client outcomes will 
provide the ministry and agencies with comparative data 
to assess the effectiveness of the services provided. 

In the interests of time I won’t go into further detail on 
the specific actions we have taken on each of the 
recommendations, and I’1l leave that for questions. 

I’d like to turn to the second report, and that’s on the 
1997 recommendations on the child and family inter- 
vention program. Again I’ll provide a brief bit of context 
for that program. 

First of all, effective and accountable mental health 
services for children are a priority for the ministry. The 
Ministry of Community and Social Services is the lead 
ministry for children’s mental health, providing assess- 
ment and treatment interventions, as well as prevention 
and early intervention programs for children up to the age 
of 18. These are children experiencing social, emotional, 
behavioural or psychiatric problems. 

In 1998-99, the ministry provided $263.7 million 
annually for children’s mental health services in the 
province. About 100,000 children and their families 
received mental health services from over 90 children’s 
mental health centres that were funded by the ministry. 

In addition to services funded by our ministry, the 
Ministry of Health and Long-Term Care funds children’s 
psychiatric hospital beds, child and adolescent mental 
health clinics and fee-for-service physician and psych- 
iatric supports to children and their families. 

Within children’s mental health services, the child and 
family intervention program provides for a range of 
services for children and families who have social, 
emotional or behavioural problems. In 1998-99, funding 
for child and family intervention totalled $199.7 million. 

As the auditor noted, under the provisions of the Child 
and Family Services Act, the child and family inter- 
vention program provides transfer payments to approxi- 
mately 200 community-based agencies that deliver such 
services as psychiatric therapy, counselling, skills train- 
ing and education, as well as residential services to 
children who require more intensive assistance. 
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We value the recommendations made by the auditor 
and we are responding effectively to the issues raised. 

I am pleased to report that the ministry is making 
dramatic changes to client and service outcomes in 
children’s mental health, including child and family 
intervention, through the mandatory implementation of a 
standardized client intake instrument and a standardized 
assessment and outcomes instrument. Working closely 
with the Ministry of Health and Long-Term Care, the 
process of selecting these instruments involved a review 
of clinical intake and assessment instruments currently in 
use in Ontario and other jurisdictions to determine if any 
were suitable for implementation across the entire 
children’s mental health sector. 
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The selected instruments after that review were a 
standardized client information system developed by 
Hamilton Health Sciences Centre and the Centre for the 
Study of Children at Risk with the support of Children’s 
Mental Health Ontario; the second instrument is the child 
and adolescent functional assessment scale, developed 
and widely used in the United States. It is currently being 
tested in a project managed by the Hospital for Sick 
Children here in Toronto and involves several agencies 
funded by the ministry. 

Once these instruments are in place, every child and 
family who calls an agency for service can begin the 
intake process immediately and hopefully finish within 
20 minutes. Also, when children and families move 
between services, the completed intake and assessment 
information can be transferred with them. 

For agencies, the instruments will provide client data 
and outcomes that can be used to improve their intake 
and service delivery, and at the ministry level the 
instruments will allow us to collect province-wide data 
for every child receiving mental health services, in- 
cluding the type of service being provided, at what cost 
it’s being provided and with what result. This informa- 
tion will help guide future policy and program develop- 
ment. 

I’d like to emphasize that this represents an unprece- 
dented step forward in the area of children’s mental 
health in Canada. No other province in the country uses 
standardized intake and assessment instruments, nor is 
able to gather the kind of comprehensive data these 
instruments will provide. 

Both instruments will be implemented in_ stages, 
beginning this fiscal year. Phase | we will be imple- 
menting in 20 sites. The information gathered during this 
first phase will guide our development of implementation 
guidelines and a user handbook. By the end of March 
2001, all children’s mental health centres will be expect- 
ed to use these instruments. 

The government has also listened to many voices 
concerned about children’s mental health services and 
has responded with an investment of $20 million annual- 
ized, which was announced in last spring’s budget. 

The initiatives that will be funded by the $20 million 
reflect our discussions with children’s mental health 
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centres, psychiatrists, parents and others on how the new 
funding could be spent to best serve children with mental 
health problems. Also, our investments will be guided by 
Minister Marland’s findings and recommendations based 
on her consultations with mental health stakeholders 
across the province. 

Our priority is to improve and enhance children’s 
mental health services through increased resources. We 
want to develop a clear policy and a collaborative 
approach that involves the funding ministries and all 
children’s mental health service providers. There are 
three main objectives for the new funding: to collect and 
analyze the information necessary to increase the 
effectiveness and efficiency of the system of services and 
supports for children and families; to improve access to 
services for children and families using innovative, 
evidence-based initiatives; and to increase the flexibility 
and coordination of agencies funded by our ministry and 
the Ministry of Health and Long-Term Care. 

It is our expectation that early in the new year the 
government will be making an announcement on further 
specifics as to how this funding will be used to improve 
children’s mental health services in Ontario. 

The ministry will also be improving accountability by 
conducting a baseline study of the children’s mental 
health service system. This will be completed by March 
2000 and will inform us on such service issues as hours 
of access to services and the ratio of office-based 
counselling to community-based support. 

To conclude then, I’d like to acknowledge the 
important role the auditor plays and express our commit- 
ment to following through on the recommendations he’s 
made to this ministry. We recognize that the public has a 
right to expect increased accountability from govern- 
ment, and assurance that taxpayers’ money is used 
efficiently and effectively. 

Thank you for this opportunity, and I look forward to 
your questions. 

The Chair: Thank you very much. We have approxi- 
mately an hour left. What I propose to do is give a 10- 
minute session the first time around and then we'll divide 
up whatever time is left after that. We'll start with the 
government side for 10 minutes. 

Ms Marilyn Mushinski (Scarborough Centre): The 
transfer payment agencies accountability and governance 
portion of the report indicates you have about seven areas 
where the ministry has transfer partners. Could you tell 
me how in how many of those areas you use either a base 
budgeting system that’s adjusted annually or some other 
mechanism, in how many do you have an open 
competition or a tendering process, and in how many do 
you budget based on benchmarking mechanisms? 

Mr Costante: Ill start with the areas we do base 
budgets from. 

If I can start with Ontario Works, that program is very 
much based on the number of clients served, and it’s a 
kind of per-client type of payment. The administration of 
cost tends to be set on the number of clients served, 
resulting in so much administrative cost. The approach 


tends to be the same in the Ontario disabilities support 
program. Again, it’s based on the number of clients being 
served and the rates they are eligible for. 


In the child welfare area, we have developed a new 
funding framework, which again is based on volume but 
also benchmarks what we expect agencies to spent in 
relation to the services they provide. Really, that’s a type 
of model that we would like to move across many of our 
other service sectors. 

Ms Mushinski: So, looking at child and family 
intervention services and young offenders’ services and 
other programs, you’re looking at bringing a uniform 
base-budgeting process across the board? 

Mr Costante: | think what’s needed increasingly, and 
it takes some time to develop, is budgeting based on 
benchmarking costs, not just paying historic costs. 
Obviously, there are volume indicators in the services. If 
the number of young offenders referred to us by the 
courts goes up, we need some way of recognizing that. 


Similarly, when the volumes are down, you need some 
way that you’re not spending money when there are not 
kids in service. I think we want to go that way in each of 
our areas. 

Your second question had to do with competitions. I 
think that is increasingly the way we are going. We use 
an RFP approach to contract for new services. We have 
not gone back and said to all our service providers that 
we’re going to start from ground zero and do an RFP for 
all services. But increasingly, when new services come 
out, we are using an RFP approach. 

The Chair: RFP, for the record, is request for 
proposals. 

Mr Costante: Yes. 

Ms Mushinski: Thank you. 

Mrs Julia Munro (York North): With regard to child 
and family intervention, it seems to me that some of the 
points you have raised today need a little more explana- 
tion, when we look at the original auditor’s follow-up, 
which described them as “limited progress.” Can you 
explain the difference? 

Mr Costante: I’m sorry? 

Mrs Munro: What you described to us today with 
regard to child and family intervention seems much more 
than the limited progress that was described in the 
auditor’s follow-up report. I wonder if you could explain 
the difference. 

Mr Costante: I’m assuming—and | don’t want to put 
words in Erik’s mouth—that by “limited progress” he 
was saying that some of the things we are doing are not 
yet on the ground. Our assessment tools are about to go 
out; we have selected them. We have the new investment 
of money for children’s mental health. Again, the 
announcement hasn’t been made yet. So we’ve spent the 
last couple of years getting a lot of things ready and 
providing the groundwork to do some very exciting work 
in this area. But—the comment about limited progress— 
it’s not actually there yet. 
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Mrs Munro: As citizens of this province, we have 
been made, in many cases, painfully aware of the need to 
reform the child welfare system. I wonder if you could 
outline for us some of the key areas of progress that have 
been made. 

Mr Costante: I mentioned it briefly in my remarks, 
but I can say a few more words about that. I won’t go 
through the elements again but, in terms of progress, we 
did legislative changes. Those changes have been incor- 
porated into our new risk assessment tools. Those are in 
place. We’re working with our partner ministries to 
clarify changes so we can help professionals who relate 
to the child welfare system understand their roles and the 
important roles they play in terms of reporting potential 
abuse. 

We have also developed a comprehensive training 
strategy, and we have recently contracted with the 
Ontario Association of Children’s Aid Societies to prov- 
ide that training. We have developed a case recording 
package for field workers. We also have new child 
protection standards that will come into effect upon pro- 
clamation, and we have implemented guidelines for the 
children’s aid societies. 

In terms of funding, as you know, $170 million in in- 
creased funding was provided over three years. We’re in 
year two of the phase-in of the funding, and we’re in the 
process of preparing allocations for the next fiscal year. 

We’re working on trying to make improvements to our 
foster care program. Right now we, in conjunction with 
the Ontario Association of Children’s Aid Societies, are 
seeking a sponsor to do a recruitment program to get 
more foster parents. We’re also doing research to select a 
new foster parent training model, and we’re also looking 
at a children-in-care model that the OACAS 1s piloting. 

In the area of technology, all 54 children’s aid 
societies have a new, fast-track system that allows them 
to see whether cases were served elsewhere, and that has 
been a large effort. Over 3,000 new computers have been 
distributed to children’s aid societies, and we’ve just 
completed the Y2K testing. There is also a 1-800 number 
to help workers who are working on the computers in off 
hours. 

As I said, in terms of training we have awarded the 
contract to OACAS, and we’re also working on a manual 
for board members. If that manual is successful, we will 
look at developing it further for use in some of our other 
six sectors, because a lot of the training that board 
members need is generic to the sector; it doesn’t 
necessarily have to be specific to children’s aid societies. 
That’s a bit of an update on progress. 

Mr Richard Patten (Ottawa Centre): Deputy, you 
began with a bit of an overview. Could you give me a 
picture: Where are your pressures? What programs have 
you got less resources for now and which programs do 
you have new resources for, and what’s the landscape of 
your ministry? 

Mr Costante: I’1] start with the landscape. On Ontario 
Works, we have declining case loads and declining 
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budgets. I think the pressures there are to work with the 
municipalities to get our community placements and our 
employment programs, our training and stuff, launched 
and help more people exit welfare. 

On the Ontario disability support program, that’s a 
program where the numbers grow slowly but it’s a steady 
growth, a couple of per cent a year in terms of caseload. 
We’re also putting into place on a voluntary basis an 
employment support program for people with disabilities 
so that any who want to try can get fairly quick assist- 
ance. We’re just launching that. 

In terms of the Ontario disability support program, the 
volume of referrals in the first year was quite beyond our 
expectation. We had a lot more people applying than we 
had anticipated. So we were dealing with volume 
pressure and staff pressure there. 

In the area of children’s mental health, as I mentioned, 
there is more money. There are high needs in that area. In 
the consultations that were done by Minister Marland and 
through our own ministry, people in the children’s mental 
health area are looking for crisis intervention, for more 
supports for higher-needs kids, for supports in rural and 
northern areas where access to children’s mental health 
services is not as good. Hopefully in the announcement 
we’ ll address some of those pressures. 

In the area of child welfare, there is a very strong 
increase in the number of referrals by professionals and 
by the general public to the children’s aid societies. I 
think children’s aid societies are really struggling to keep 
up with that volume. It’s resulting in more kids in care 
and more services being provided by CASs. That’s a 
strong pressure area, both service-wide and financially. 
Our funding framework has a volume indicator on it so 
we can help respond to that volume increase. 

In the area of developmental services, last spring there 
was a $35-million infusion into that area. There’s a lot of 
need in terms of families trying to keep children, or even 
adult children, at home. Our most popular program, 
likely one of the few programs we as a ministry get cards 
and letters of thanks on, is the special services at home 
program, which provides money to individual families 
directly so they can get their own services. Some $10 
million of that $35-million increase went into that 
program. Again it’s an area where we're under pressure. 
There is a lot of demand. 

What have I missed? We also fund violence against 
women shelters. There is pressure on beds. Through 
Ontario Works, we also fund municipalities for hostels. 
On the news this morning you likely heard the city of 
Toronto talking about more hostel space, and we provide 
funding for that. 

I’ve likely missed a few areas, but that’s an overview. 

Mr Patten: It’s my understanding that the pressure on 
children’s mental health services is really quite severe, 
and exacerbated somewhat by cuts in other areas. I know 
the Minister of Education says there was more money in 
special needs. That may be true across the province but it 
certainly isn’t true for the big boards that probably handle 
the bulk of the big urban areas. 
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I’ve had calls from hospitals from other areas that are 
seeing what the school can no longer handle because they 
don’t have the psychiatrists, the psychologists or the 
social workers any more that they used to. That pressure 
is now being moved out to the community. Do you 
concur with that? By the way, what kind of new funding 
are you talking about for the children’s mental health 
services? 

Mr Costante: We have about $20 million in new 
funding. To answer your first question, I don’t think 
there’s a good handle on what the need is. We don’t have 
a province-wide waiting list. Often families will go from 
agency to agency and therefore it’s hard to get a good fix 
on the size of the demand. 

Mr Patten: Do you get information for your purposes 
from other ministries? 

Mr Costante: We are in touch with the Ministry of 
Education on what they’re doing and their programs. 
That’s kind of a general keeping in touch in terms of 
making sure our programs work together well. 

Mr Patten: Each board will tell you their waiting 
lists; theyll tell you the nature of the assessments, the 
need deficiencies etc. My question would be, is that made 
available to you on an ongoing basis or is that integrated 
into your information system? 

Mr Costante: We certainly don’t have it as part of our 
information system. I’m not aware that we regularly get 
that information. We may have got it from time to time. 

Mr Patten: One last question before my colleague 
asks his: Under your program cost comparisons with the 
child and family intervention programs, you talked about 
a research study that was done and completed in 1998, 
and then an advisory group of stakeholders reviewed the 
findings and recommendations of the research study and 
issued its final report in December 1998. Can you share 
with us your findings on that, please? 

Mr Costante: Is this for the new instruments that 
we’ re bringing in in children’s mental health? 

Mr Patten: This is under “Program Cost Com- 
parisons” under the section “Current Status,” “Agency 
Funding and Budget Requests,” page 2. The auditor’s 
recommendation number 2, and then the ministry’s 
response was that there was this research study done and 
an advisory group reviewed it and there was a final report 
in December 1998, but it didn’t elaborate. 

The Chair: It’s page 260 of the auditor’s report; 
you're referring to page 2 of the research. 

Mr Costante: I’m sorry, we’re having a little problem 
finding it. 

Mr Patten: Page 260, under “Current Status,” just 
above “Annual Program Expenditure Reconciliations,” 
under “Program Cost Comparisons.” 

Mrs Munro: Could you repeat your question. 

Mr Patten: Yes. My question was that it identified 
that the research study was done, that there was an 
advisory group that reviewed the findings, and 
recommendations of the research study were issued and 
its final report was in December 1998, but I don’t have 
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the content of it. I’m just asking what were the major 
findings of that. 

Mr Costante: We’re looking for that. Perhaps we 
could come back and answer that, if that’s OK. 

Mr Patten: Sure, OK. 

The Chair: Mr Cleary, you’ve got about a minute and 
a half. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Deputy, you mentioned foster care and getting 
more parents involved. How are you going to do that? I 
know our community has been working on that for many 
years through a number of agencies. How do you plan on 
getting more parents involved? 

Mr Costante: We’ve been working jointly with chil- 
dren’s aid societies to develop a strategy. We’re encour- 
aging the children’s aid societies to come together in 
groupings, as opposed to each one being out there trying 
to encourage parents to come forward. A lot of them are 
doing much more in the way of advertising in the area, 
trying to have parents come forward, trying to get 
information out through the media that foster parents are 
needed. As a good and valuable thing, they often bring 
the parents together to provide them with briefings as to 
what it involves and how to get involved and to try to do 
an assessment of individuals and families that would 
make good foster parents. 

I don’t know, Cynthia, if you want to add something 
on foster parent recruitment strategy. 

Ms Cynthia Lees: | concur with what the deputy has 
said. I think partly what we’re trying to do is to encour- 
age, certainly, our societies to develop some creative 
ways around recruiting and promoting foster care within 
their own communities. We have several best practice 
models that we are now looking at from different agen- 
cies across the province which have been very successful 
in recruiting and retaining foster parents. 

I think also part of our funding framework addresses 
incentive and increases payment to foster parents. We 
think that will also assist us in the recruitment of foster 
parents. 

The Chair: Thank you. We’ll get back to you later, 
Mr Cleary. Over the 10 minutes. 

Ms Shelley Martel (Nickel Belt): Thank you, deputy 
and staff for coming today. 

In your comments with respect to the intervention 
program, you spoke of the work you were doing to try 
and respond to the auditor’s recommendations and you 
focused particularly on trying to develop instruments to 
deal with client and services outcomes. You referred both 
to the child intake instrument and the assessment 
instrument. Could you give the committee some fuller, 
clearer ideas of what those two instruments will do in 
order for you to be able measure outcomes? 

Mr Costante: | would like to ask Duff Sprague, one 
of our staff who has really been involved in this and is 
very knowledgeable, to perhaps come forward and talk 
about that more. 

Mr Duff Sprague: I welcome the opportunity to 
speak to these two instruments, and it actually answers 
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the question that was asked earlier. These two instru- 
ments stem from about a year and a half to two years’ 
worth of work that involved two projects that eventually 
came together. Both of them involved the Ministry of 
Health, WPPIS, and they also involved stakeholders. 
Those stakeholders were eight provincial associations. 
The one project looked at standardadized instruments that 
were used in other jurisdictions and in Ontario. It was an 
independent academic researcher making recommenda- 
tions to this committee as to which would be most 
suitable for implementation across the children’s mental 
health sector. 

I think the research project that was being referred to 
earlier, and we were unable to answer, has to do with the 
eight provincial associations, the Ministry of Health and 
us looking at our information collection systems to see 
what is the information between the two ministries we 
collect and whether it is sufficient to promote good fund- 
ing and policy practices. Those concluded in February 
and March, respectively, and out of that came our work- 
ing towards the selection of two standardized instruments 
for implementation across the sector. 

I can’t emphasize enough how unprecedented this is 
and how much information we’ll be able to have that is 
unavailable to other provinces and how it will position us 
to improve children’s mental health services for service 
providers and for certainly the children and families that 
use them. 

The first instrument is called the standardized client 
information system. It was developed several years ago 
by the Hamilton Health Sciences Centre, Children’s 
Mental Health Ontario and the Centre for the Study of 
Children at Risk. It was a very large instrument that 
involved three questionnaires that were filled out. These 
were clinically based and reflected back to the Ontario 
mental health norms established by the Ontario Child 
Health Study in 1989. 

The instrument involved three questionnaires, one 
filled out by parents, one by the teacher and one by the 
youth/adolescent themselves. That instrument has 
evolved over the years it has been used and it is now in a 
very exciting software format. It’s called the modified 
modular branching standardized client information sys- 
tem. This is what we are putting in as a standardized 
intake instrument across the sector. It involves an intake 
worker on software, taking what the primary problem is 
that the family calls about, entering that information, and 
they go along, the software cues them to areas that 
research has shown might also be worth pursuing with 
regard to this child and family. 

It also will have within it fields of data that we will be 
able to collect on a provincial level, so for the first time 
we’ll have some sense of the severity of disorder of 
children and families seeking services. 
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That sort of feeds into the next piece, which is the 
assessment instrument. I’ll make the distinction. One 1s 
an information intake instrument. It has some clinical 
values, indicators which let us know what service might 
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be best for this family, certainly, what type of disorder, 
and the level of severity. The nice thing about this is that 
intake stands, so when this child and family has called 
agency A, even if they're not the most appropriate 
service provider, this intake information can transfer with 
them to agency B—they don’t have to start the process 
from square one—anywhere in the province, regardless 
of where they move. 

The second instrument is a clinically valid assessment 
instrument that was developed in Michigan and is used 
throughout the United States. What it does is, it measures 
a child’s functioning on five scales and the caregiver’s 
functioning on two scales. Through periodic reassess- 
ments, outcomes through the use of that instrument can 
be measured. There are many states in the US where 
children’s mental health funding is totally tied to the use 
of this instrument. It was brought here by the Hospital for 
Sick Children. It’s being used with a great deal of 
enthusiasm and success by about 10 of our MCSS-funded 
agencies. 

We’re poised now to have these implemented across 
our children’s mental health sector. The fields of data 
will give us a measure of outcomes and which service 
interventions are providing the best outcomes for which 
disorder. It will just be a wealth of information that we 
can build our future policy and funding practices from. 

Ms Martel: I appreciate the information. | apologize. 
It’s not clear to me how that is dealing with the auditor’s 
primary concerns, which I took to be that there is no way 
to measure need or no way to determine if the appro- 
priate levels of funding are going to agencies. I’m not 
diminishing the value of the information you’re going to 
receive, but it’s also not clear how those two instruments 
deal with much of what he talked about, which is a fiscal 
concern and how money was flowing. Was it appro- 
priate? Was it coming back if it was not needed? 

Mr Sprague: These two instruments address the 
auditor’s concern about the program accountability and 
the service accountability and outcomes and are they 
being effective? The way it relates to cost is that we'll 
know who’s coming into every service door, what level 
of severity, we know the funding at a cost per child for 
each of those agencies, we know the service types that 
will be applied to remedy the child’s situation and we'll 
know the outcome in the future as to whether it has been 
effective or not. In that way, we can look at cost and 
effectiveness of service for specific types and levels of 
disorder, so we’ll know what the money is doing and 
who it’s doing it for. 

Ms Martel: OK. 

The Chair: Anything else, Ms Martel? 

Ms Martel: I do. Do IJ still have time? 

The Chair: Yes, you have two minutes. 

Ms Martel: Can I ask the auditor something? I’m 
assuming you caught most of this. Does that respond to 
the concerns that you’ve outlined? Because you were 
certainly critical in your review this year of limited 
response, as you put it, with respect to what had gone on 
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from 1997 to now with respect to your recommenda- 
tions? 

Mr Erik Peters: Yes, I think this goes a long way. 

Ms Martel: Your concern would only have been then 
that most of this, as you said earlier, was not out the door, 
that it’s in a developmental stage or the pilots will start in 
the year 2000 in 20 sites? Is that correct? 

Mr Costante: Yes. 

Ms Martel: Can I ask about the broader transfer 
payment agencies? You referred to your government and 
accountability framework. I’m wondering if you could 
explain to me what the difference would be for an agency 
now that delivers children’s services or family inter- 
vention services and what you foresee the difference 
would be in terms of their financial reporting, perform- 
ance reporting etc once you have that framework fully 
implemented. I know you said it would take a couple of 
years, but can you give the committee an idea of what 
would be required now, generally, by a transfer payment 
agency and what would be the changes required under 
the framework? 

Mr Costante: Let me start with the framework and 
then I’ll move back. I think what the framework would 
do is clearly establish what their roles are, clearly estab- 


lish performance measures, clearly establish how we are ° 


going to monitor and follow up on what they did, clearly 
establish the accountability mechanisms through a serv- 
ice contract that’s put in place in a timely manner and 
clearly establish that we will monitor and follow up and 
take corrective action. I think those are the basics of it. 

What we have now is, we have elements of those in 
place and we have gaps in some of these elements. I 
don’t think we’re really clear in some cases about ex- 
pectations. We’re in the process, then, of getting per- 
formance measures in place for each program. Some of 
those didn’t exist in the past. We’ve been developing 
those in the last couple of years. Through the business 
planning process, we’ve been putting performance 
measures in place, so I think there will be further 
development of that. 

In many of our areas, particularly as we’ve gone 
through reform, we have tried to clarify roles and 
responsibilities. We’ve done that in child welfare. We 
recently sent out a manual to municipalities on child care 
which spells out roles and responsibilities. We’ve done 
that with our Ontano Works and our Ontario disability 
support program. 

In terms of monitoring and follow-up, I think we want 
to clearly establish that it’s going to be done, set some 
standards as to frequency and make sure that we docu- 
ment our follow-up. Often criticism comes that perhaps 
we monitor but we don’t write down what we’ve found, 
and then we don’t write down what action the agency has 
taken. That’s been some of the auditor’s criticism. 

We need to clearly establish where we need licensing 
and where we don’t need licensing. 

Really, it’s putting in place a more systematic and 
comprehensive framework. You don’t have to do the 
same thing or be as intensive in every sector, but the 


common elements need to be there and they all need to 
be there. The transfer payment agencies need to know 
what their responsibilities are and our workers need to 
know what they’re to do and when. 


I’ll give you a current example of one of the things 
we’re doing. Previously, we used to wait until the budget 
was done before we would send out our budget packages 
to transfer payment agencies, which meant they were 
doing their budgets in the spring and they would then get 
negotiated in the summer and into the fall. That meant, 
for many of them, they were halfway through their fiscal 
year. Some of them had a calendar year. They were 
almost fully through their fiscal year before they had 
their approved budget. This year we intend to send out 
our budget packages in January so that we can get the 
budgets largely done and in place by the end June. That’s 
our intention. 


We are looking at this more systematically and trying 
to have common elements in place in all the sectors, not 
just hit and miss. I hope that explains it. 


The Chair: Thank you very much. That finishes that 
time. We’ll now go back to the government side. I’ve got 
about 10 minutes left for the government side and eight 
minutes for each one of the opposition sides in order to 
balance the time and to allow the ministry to respond to 
the questions and then a little overtime. 


Mr John Hastings (Etobicoke North): I’d like to 
deal with the issue of accountability within the terms of 
coordination for mental health services, not just by the 
Ministry of Community and Social Services but with 
education and training and health. I think you’re making 
some good progress with respect to the tools for helping 
these kids. What I find is a concerning situation is what’s 
happening at the front-line with service providers from 
either the agencies, the municipalities, these three 
ministries. What I’d like to know, sir, is to what extent 
we can get better coordination for providing service to 
families who have kids with problems, whether they start 
in the schools or in the homes. 


What I find right now, having been directly involved 
with a few of these situations, is that the parents who are 
looking after these young folks—some of them are not 
over school age—can’t get the services or can’t get the 
coordination in place to even get people meeting. I'd like 
to see whether you could work with your fellow deputies 
in the other ministries and some of the players down at 
the municipal level, where this is going, so for the 
parents who are trying to get problems solved—some 
respite care, whatever it happens to be—we can have the 
barriers removed, if there are any, of a specific instruc- 
tional or procedural nature. I found that in MET 
particularly. Can you get the players together and get a 
case situation moving? Is there some way you can look 
into that? It’s not a matter of money so much as being 
somewhat creative in the coordination of providing these 
services and getting the front-line players, whatever the 
issue 1s. Sometimes there are many issues involving these 
disadvantaged kids or younger adults. 
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Mr Costante: I definitely think there’s a lot more that 
can be done. We have taken some steps. Let me tell you 
what we have done. In terms of our front-line offices, we 
and the Ministry of Health have recently made our 
boundaries co-synchronous. Over the next few years, as 
opportunities present themselves for leases, we’re going 
to be moving our regional offices of the Ministry of 
Health and the Ministry of Community and Social 
Services together so our workers can work—the person is 
not at a different building or whatever. There are no 
excuses; we can work together and look at some greater 
coordination on the ground. 

The second thing we’ve done with the Ministry of 
Health and the Ministry of Education is set up a joint 
project called the office for integrated services for 
children, with an ADM who reports to the three deputies. 
The deputies meet on a regular occasion, I believe it’s 
monthly, to look at issues of coordination. We’ve had 
some successes through that office in terms of co- 
ordinating initiatives. The Healthy Babies, Healthy 
Children program is one where the ministries worked 
quite well together to implement that and get it out. We 
weren’t tripping over one another or leaving people with 
gaps. 

I think that mechanism can be used much more 
broadly. We need more of those mechanisms, particularly 
in the area of developmental services. We are coming 
from a situation where—sad to say, but it happened— 
even within our own programs within our own ministry 
there was not a lot of coordination. The Making Services 
Work for People initiative was meant to bring that co- 
ordination even between things like child welfare and 
children’s mental health, which are both funded through 
the same ministry. We’ve been making those efforts and 
trying to bring the community together. Often, where this 
coordination works the best and most effectively is not at 
the ministry level; it is actually out there with all the 
community agencies around the table dealing with the 
issues of a particular child in a particular family. 

I think you’re right; we have to show leadership in 
that. If they see all of us working at cross-purposes, the 
community doesn’t come together well either. I agree, 
there’s more that can be done. | don’t know if I’m 
answering your question. 

Mr Hastings: Can you supply us with the assistant 
deputy who is the coordinating arch for that effort, 
afterwards? 

Mr Costante: The name? 

Mr Hastings: Yes. 

Mr Costante: The individual’s name is Jane Bartram. 
She’s an acting assistant deputy minister. 

Mr Hastings: In your ministry? 

Mr Costante: She has a joint reporting. 

Mr Bart Maves (Niagara Falls): Just two things, 
quickly. In Making Services Work for People I concur 
with Mr Hastings. I think what we need to do ultimately 
is have a single point of access for someone from zero to 
21 who has a need in this area. They have a doctor refer 
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the parent to somebody, and then when they get to school 
the school refers them to somebody, and they too often 
miss the appropriate service. I think we really need to get 
to a single point of access. Most people could then be 
directed to the appropriate service. 

When you were talking to Mr Patten about funding 
pressures, you talked about child welfare services. The 
budget for child welfare services has gone up dram- 
atically, though, hasn’t it, in the last three years? Is it not 
up $191 million and now it’s over $500 million or 
something to that extent? 

Mr Costante: I don’t have the numbers with me but it 
has gone up. There has been a substantial investment in 
child welfare. The budget commitment from two years 
ago was a $170-million increase. And you’re right, it 1s 
over $500 million this year—about $545 million this 
year. 

Mr Maves: OK. Thank you. 

Ms Mushinski: Could you just tell me what the 
ministry is doing to ensure that workfare is fully imple- 
mented by the municipalities? 

Mr Costante: The Ministry is doing several things. 
The minister announced several weeks ago a new 
package of initiatives to encourage the creation of more 
community placements. I believe it was on November 22 
that our minister, John Baird, announced a package of 
initiatives on Ontario Works. Part of the package was an 
incentive plan that would bonus municipalities for 
achieving their Ontario Works targets that would provide 
I believe a $1,000 bonus for every placement exceeding 
the target. 

Second, there was a $10-million fund available for 
innovative proposals that would create more community 
placements. 

Third, within the ministry we are setting up a com- 
munity placement secretariat to be out there encouraging 
and working with municipalities to create more place- 
ments. 

We’re also looking at some additional marketing that 
would go particularly to agencies to create these place- 
ments. 

The other thing we’re doing is looking at additional 
placements within the Ontario public service and within 
my own ministry, to lead by example and have that done. 

As well, our funding formula is set up to pay 
municipalities for achievement so they get paid on a per 
unit cost type of approach, and we have staff in all of our 
regional offices whose job is to monitor municipalities. 
We are also trying to improve our data collection in this 
area and get more information in. That’s kind of the 
general package of things that are going on. 

The Chair: OK. Is that it? One more? 

Mrs Munro: Yes. At the very end of the auditor’s 
report, which deals with the issue of professional serv- 
ices, I just wanted to know if you’d care to comment. The 
question was raised about the ministry establishing 
guidelines, and I just wondered if this has been done. 

Mr Costante: The ministry will be establishing guide- 
lines early in the new year and it will be along the lines 
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of what the Ministry of Health and Long Term Care uses. 
We'll likely be adopting that guideline. 

Mr Cleary: Getting back to the foster care, you 
mentioned earlier that you had new ideas of how to get 
more parents involved. We got cut off at the last round. 
I’d just like to ask the question again. 

Mr Costante: I’m sorry, I’m not sure that we have 
more. The lead for the work is primarily with the chil- 
dren’s aid societies themselves. We are trying to work 
with them, provide them money. 

One thing I didn’t mention which I should have 
mentioned is, part of the new funding framework for 
child welfare also increases the per diem paid to foster 
parents, which we hope will encourage more foster 
parents to come in. We think that will be a big selling 
point as well. I think it had been about the same rate for 
many years prior to that. 
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Mr Cleary: OK. Another question I have is, what age 
is the cut-off? Is it 16 or 18 for young people in foster 
homes? 

Mr Costante: The age is 16. 

Mr Cleary: Did you ever consider increasing that 
age? In my community we’ve had some bad incidents 
happen lately, especially with teenage girls who had left 
their foster parents. 

Mr Costante: I know it’s not under current con- 
sideration, and I’m sorry but I can’t give you very much 
in terms of whether it’s been under consideration. Some 
of the elements you would need to look at: It would 
require a legislative change, I believe. It’s potentially 
quite costly. Also, I think you’d have to look quite care- 
fully at whether children aged 17 and 18 in a foster 
parent situation can work in terms of the willingness of 
somebody at that age to want that type of arrangement. 
They tend to have amind of their own. 

Mr Cleary: Another question I have is about the 
employment support program. I would like more 
information on that. 

Mr Costante: Is this the one in the Ontario disability 
support program? 

Mr Cleary: Yes. 

Mr Costante: The budget for that program is about 
$35 million. The program is actually run by coordinators 
within each of our regional offices. Individuals who are 
interested in seeking employment, if they need some sort 
of technical aid, can work through the program to get 
those aids to help them get the work. If they need a job 
coach or some particular training around that—I’m sorry, 
I don’t have the guidelines with me—there’s a whole 
series of eligible expenditures. We’ve tried to keep the 
program and the assistance quite flexible, because needs 
can be quite different depending on each individual. If 
you would like, I can arrange that a package explaining 
the program in more detail than I’m able to do here today 
is available to you, Mr Cleary. 

Mr Cleary: I'd appreciate that. Is this something new 
that’s coming out? 


Mr Costante: This would have started in June 1998, 
so it’s about a year old. 

Mr Cleary: You mentioned violence against women, 
and I guess we have those facilities for women in every 
community. Is that additional funding or is that just— 

Mr Costante: That’s core funding within our min- 
istry. I believe we fund approximately 90 women’s 
shelters across the province, and I believe our budget is 
about $70 million. I should check that last number. 

Mr Cleary: The other thing I would like to ask is, is 
the ministry involved in the community living group 
homes, or is that mostly the Solicitor General? 

Mr Costante: The community living group homes are 
funded through this ministry. They’re generally done by 
developmental services agencies. Many of them are 
associations for community living—that’s their title. 
They are for adults and children with developmental— 
There are also other group homes. Correctional Services 
and our own ministry have open custody facilities for 
young offenders. We have group homes or children’s 
homes in the area of mental health. So there can be a 
wide variety of residential settings. 

Mr Cleary: In my community there’s a great shortfall 
of funding. They’re always out in the community trying 
to raise funds for different types of group homes. Is there 
any additional funding for them or any changes that are 
going to be made? 

Mr Costante: Last year, in April I believe, the gov- 
emment announced $35 million, which I talked about 
briefly. Ten million of that went to the special services at 
home program. The other $25 million went into services 
in the community, which would include group homes. 
One area we were trying to target particularly was aging 
parents who may be in their 70s and 80s with a son or 
daughter at home. They can no longer look after their son 
or daughter, and they need some sort of residential 
placement. So the $25 million was in that sector, and 
some of it would have gone into group homes. 

The Chair: We’ll have to leave it at that. You didn’t 
finish on the per diem for foster parents. How much is 
that raised? 

Mr Costante: I don’t have that at my fingertips. We’ll 
provide that to the clerk as well, if that’s OK. 

The Chair: OK. 

Ms Martel: | want to return to your governance and 
accountability framework for this reason: Can you give 
us some idea of how much of the change will be the 
responsibility of the ministry and how much of the 
change involved would be the responsibility of the 
transfer payment agencies? 

I ask the question because if you look at your transfer 
payment agencies, you would know better than I the vari- 
ation among them. Some are quite large, quite capable 
boards with long-standing histories, aware of auditing 
practices etc. You would have a number of others 
brought together to respond to a need, have a volunteer 
board, probably very little training and are just there to 
do some good work. My concern has to do with what 
burden will be placed particularly on the smaller ones to 
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respond. There are some reasons that they have to 
respond, but what is going to be their capability to 
respond? 


Mr Costante: I would answer that in a couple of 
ways. One, | think a large part of this burden will actually 
fall on the ministry. What we want to do, and one of the 
areas that we as a ministry historically have not been 
good at, is have technology in our agencies so they can 
do this effectively. We’ ve traditionally done reporting on 
a quarterly basis, all manually, and the follow-up has 
been somewhat spotty. We think we can provide them 
with much more automated tools, and we have in areas 
like child care and child welfare. We now have com- 
puters in all the agencies as well as municipalities— 
through Ontario Works something like 8,000 computers 
have gone out. 


I guess the added burden would be that we will expect 
the data to be in on time. We’ll expect that the reports we 
have are completed, and there will be an increased onus 
on us to follow up when it’s not there. But a lot of those 
expectations are there now. In terms of volunteer boards, 
I think many of them will actually welcome our prov- 
iding more guidance as to their roles and responsibilities. 
Many of them are already out seeking courses on their 
own. Places like the YMCA already offer courses on 
board governance, and we think we can supplement that 
and make it a much more fulsome package. I guess the 
long and short is that we don’t think it’s going to be a 
large additional burden. 


Ms Martel: You talked about the training you are 
providing for child welfare. Can you give me an idea of 
what that is and whether that type of training and costs, 
which I assume are being covered by Comsoc, could be 
applied to any number of other agencies that will have to 
meet additional responsibilities under the framework? 


Mr Costante: I’m going to ask Cynthia to talk about 
the child welfare training. 


Ms Lees: We have just spent the last year developing 
a training manual for the boards. The training manual 1s 
now in the field with the boards. We’re asking the boards 
to give us their feedback by January 14. So far the 
feedback we’ve received is extremely positive. The 
manual is very inclusive. It clearly describes the roles of 
the boards, the ministry and the executive director, and 
talks about governance, accountability and reporting. 
Once we have received the information from the boards, 
our hope is that the manual will become part of the 
training package and the ministry will be providing the 
training with the boards. It is also our hope that the 
manual is comprehensive and generic enough that event- 
ually it can be applied to our other boards. That’s where 
we are with the manual. 
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Ms Martel: May I ask a question about the com- 
puters? You referenced computers that were going into a 
large number of agencies. Was that a Comsoc cost? 

Mr Costante: Yes, it was. Often an agency would be 
in a situation of having to intake a child who had pre- 
viously been dealt with by another children’s aid society 
and wouldn’t have that information. The agency would 
often have to phone, and if it was after hours they 
couldn’t get anybody. This fast-track system was meant 
to provide information on whether a family or child had 
been served previously and the nature of that service. | 
think it provides invaluable background information to 
somebody, perhaps on a weekend or at night, which is 
often when these cases come into care, information they 
need to do a good assessment and help the family and the 
child. 

Ms Martel: Would it be your assumption that as you 
develop the framework and involve more agencies, the 
ministry will continue to pick up the cost of software or 
the technologies that some of these services are going to 
need to comply? 

Mr Costante:We don’t pick up the cost of their paper 
or that sort of stuff, but in this case I think we picked up 
the full cost of the hardware, software, installation and 
training. So we did a pretty full service. Our government 
policy on hardware now is to rent, and I believe most of 
these computers are on a three-year lease. 

The Chair: Thank you very much for coming this 
morning and dealing with this matter. 

Mr Costante: Thank you. We’ll get the information 
that we promised to the clerk. 


1998 ANNUAL REPORT 


The Chair: The bell is ringing for a vote in the House 
right now. There is still the outstanding item with respect 
to the 1998 annual report. Did you want to leave that for 
the next meeting? 

Ms Mushinski: Sure. 

Ms Martel: No. It’s one line. Can’t we do it now? 

The Chair: Yes, we can. 

Ms Mushinski: As long as you've got all-party 
agreement. 

Mr Maves: We have no problem with it. 

The Chair: Can we have a motion, then, to— 

Ms Martel: I move that the 1998 annual report of the 
standing committee on public accounts be adopted, as 
amended, that the report be translated and printed, and 
that the Chair be instructed to present the report to the 
House. 

The Chair: Seconded by Mr Cleary. All in favour? 
Carried. Now we’re adjourned until next week. 

The committee adjourned at 1203. 
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The committee met at 1040 in committee room 1. 


REPORT OF THE PROVINCIAL AUDITOR 
ON THE ANDERSEN AGREEMENT 


The Chair (Mr John Gerretsen): Good morning. We 
have with us today the staff of the Ministry of 
Community and Social Services to deal specifically with 
the auditor’s follow-up report on the Andersen agree- 
ment. If you’d like to identify yourself as you speak, and 
it’s easier for Hansard. We’ve had specific instructions to 
ask that, so that there won’t be any confusion. I under- 
stand you have a short presentation, and then we will 
open it up to members of the committee. 

Mr Kevin Costante: My name is Kevin Costante. I’m 
the Deputy Minister of Community and Social Services. 
I’ll let the people at the table introduce themselves. 

Ms Bonnie Ewart: Good morning. I’m Bonnie Ewart. 
I’m the assistant deputy minister for the business trans- 
formation project. 

Ms Ann Szyptur: I’m Ann Szyptur, the project 
director. 

Mr Ray Hession: My name is Ray Hession. I’m the 
third-party reviewer referenced in the Provincial 
Auditor’s report. 

The Chair: Thank you very much. Would you go 
ahead then, please. 

Mr Costante: Thank you very much for inviting us 
here today. I’m pleased to be here to respond to the Prov- 
incial Auditor’s special interim follow-up report on our 
agreement with Andersen Consulting. 

Before I begin, I’d like to acknowledge the role the 
Provincial Auditor has had in terms of providing advice 
to us on the business transformation project. The Min- 
istry of Community and Social Services was one of the 
first ministries to use this kind of approach in working 
with the private sector, and the auditor has made valuable 
recommendations to us to improve what we’ve been 
doing. Obviously we continue to learn from our experi- 
ence, and we are taking action to address some of the 
auditor’s concerns. 

Before I get into directly talking about some of the 
issues, I’d like to set some of the context for our dis- 
cussion today by reviewing what the ministry has been 
doing in the area of welfare reform and the events that 
led up to creation of the business transformation project 
and our agreement with Andersen Consulting. 


As you know, the whole area of welfare and social 
assistance is one of the key businesses of the ministry. 
We provide income and employment support for hun- 
dreds of thousands of Ontarians in need, and since 1995 
the ministry has been engaged in a major overhaul of the 
welfare system in the province. The catalyst for this 
reform was the government’s promise to restore welfare 
to its original purpose, that being a transitional program 
that helps people get back to work. Some of the funda- 
mental elements of that reform include designing a new 
welfare program of last resort geared to those most in 
need, a mandatory work-for-welfare program that pro- 
vides people with opportunities to become self-sufficient, 
a separate program for people with disabilities to provide 
greater opportunities for them for independence that also 
includes an employment component and, lastly, a system 
that we hope is built on strong accountability, effect- 
iveness and fairness to the taxpayers and the clients we 
serve through the system. 


Last year, the government passed new legislation 
creating Ontario Works and the Ontario disability support 
program, which provide for the policy framework in this 
area. Integral to the whole welfare reform initiative was 
the absolute need to modernize the technology and 
business practices that we have in use. That need was 
recognized well into the early 1990s. I think our long- 
term success is really dependent on transformation of the 
delivery system, because I don’t think the existing system 
adequately supports where we’re going and what we 
need to do. It’s outdated, ineffective and unwieldy. 

I think the lack of a modern computer system and the 
business practices to go along with it has led to a lot of 
error, overpayment and fraud in the past, and we hope to 
resolve that through the implementation of our new 
processes and system. 

I should also say that we think— 

The Chair: If I might just interrupt you for a moment, 
how long is your presentation this morning? 

Mr Costante: I understood I had about 20 minutes. 

The Chair: I would like it to be as short as possible 
since we only have about an hour and 15 minutes at 
most, and there may be a lot of questions from members 
of the committee. So if you could perhaps just address 
the issues that have been raised in the Andersen report, 
I’d appreciate it. 

Mr Costante: I'll try to shorten it then. 
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If I can say one more thing in terms of context, a 
major need was identified to change the way we deliver 
social assistance. We knew when we got into this that we 
needed a common, province-wide technology and data- 
base to reduce fraud and administrative errors. We knew 
we needed automated, electronic information sharing to 
confirm that people were truly eligible. We knew we 
needed to redesign the business processes and practices 
to make our intake more effective and to have fewer 
administrative tasks for our caseworkers so that they 
could spend more time with clients, helping them get 
jobs. We also knew that we needed a better adjudication 
process and all the procedures, manuals and training to 
support that. We believe the business transformation 
project is needed and that it will provide a more efficient, 
effective and employment-focused system for the 
taxpayers of Ontario. 

I think we also knew—and I will start addressing 
some of the auditor’s specific concerns—that we couldn’t 
do this alone. We didn’t have the expertise or the 
resources within the ministry to address the task ahead of 
us. We knew we needed to work with a private sector 
organization that had extensive experience providing 
technical and business advice around a major change 
such as this. We also wanted a partner who would share 
the risks and the investments and ultimately the rewards 
that would come from making the changes we knew we 
had to do. 

That’s why we entered into a common-purpose 
procurement arrangement with Andersen Consulting. 
They do share the risks. They are also a major investor, 
and there is a benefit to them if we’re successful—and 
only if we’re successful. This is a risk-based arrange- 
ment. They only recover their costs if savings are 
achieved. I’d also like to state that there is a maximum 
cap on remuneration to Andersen Consulting, and it’s 
$180 million. I won’t go through the history—I think 
that’s been covered previously—of the major steps that 
went into that. 

I would also like to say that the ministry and Andersen 
jointly manage this project. However, the ministry is 
solely responsible for interpreting social assistance 
legislation, creating policies and regulations. That is not 
part of what Andersen is doing. 

In terms of the financial arrangement, each partner 
receives benefits based on their costs. The ministry has 
expected that Andersen would receive a larger portion of 
the savings during the life of the project because they’re 
incurring higher costs during the life of the project. 
However, once the project is complete, the ongoing sav- 
ings accrue solely to the government and the taxpayers of 
the province. 

I would also like to say that, yes, there were some 
initial delays in the project. However, the project is now 
on target and has momentum. We have been making 
major improvements and, as the auditor’s report shows, 
we have $66 million in savings to the end of July, based 
on the work this partnership has done. 

One of the major pieces of work has been to create a 
new process for determining eligibility and checking 
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whether clients are eligible, as well as reporting client 
income from employment. Both of these are long-term 
improvements to the system that were done initially to 
generate some savings and some momentum, but they’re 
also going to be part of the ultimate system that we hope 
to have in place in the year 2002. 
1050 

One of the key findings of the 1998 audit was that the 
ministry could not demonstrate an auditable business 
case that assured the auditor there was value for money 
from this arrangement. The ministry agreed it was 
important to do that. We subsequently initiated a third- 
party review which I think did demonstrate that. Mr 
Hession, who conducted the third-party review, was 
asked to provide advice to ensure that this project ensures 
and measures value, that the auditor’s findings were 
being looked at, and to provide advice on additional 
actions to be taken and to assess the ministry’s strategy to 
manage this arrangement with Andersen. 


Mr Hession’s report was submitted last February. I 
think it shows that this project can demonstrate value for 
money. The business case analysis indicated that the 
project has the potential to produce a return on invest- 
ment of 222% through this modernization and that the 
modernization itself was long overdue given the magni- 
tude of those savings. He also concluded that the ministry 
and Andersen have an innovative, performance-based, 
public-private business arrangement that can produce 
good quality results. Lastly, he indicated that when he 
undertook his review, the ministry and Andersen Con- 
sulting were both focused on getting this project moving 
forward and producing the success that is potentially 
there. 

The other thing I would like to say about the auditor’s 
1998 report is that the ministry did take substantial action 
in respect to some of his recommendations. Specifically 
we strengthened project governance in the management, 
which was one of the issues. We brought in tighter 
financial management and controls. We made im- 
provements as to how we maintain and document issues. 
There are tighter controls on attribution of costs and 
benefits and on the management of procurement. As 
well, we’ve made significant organizational changes and 
have an ADM, who’s with me today, who is directly 
responsible for the BTP project. 

We’ve also made sure that we’re doing due diligence 
on a constant basis and that we have assigned internal 
audit staff from the ministry to work closely with BTP 
and be on site and check the various aspects of that. I 
understand the auditor will be doing a follow-up on it 
early in the new year. 

From our independent review we also identified risks, 
as the auditor noted, but we also have taken action to 
manage those risks and make sure we have appropriate 
provincial and municipal involvement, in both the design 
and the management of this project, and that we get 
front-line input from provincial and municipal staff in 
what is needed to make this system run more effectively. 
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I’m having to skip through because my remarks 
were—the next item I’d like to talk about is the time- 
table. The auditor remarked about the delay in the time- 
table. The contract provided for a one-year extension. We 
do need to use that. There were some delays initially. We 
set in place a tight, rigorous schedule early in the year 
that we’ve been refining as we further developed the 
project. We’ve been adhering to that. The project has 
good momentum to move forward. 

I’d also like to add that our partner, Andersen Con- 
sulting, is very motivated to get this project done. They 
don’t get paid unless they produce results. We think we 
are producing results. 

Can I just say a few more words? I’ve got about 10 
more minutes’ worth, but I’ll stop. Another major issue 
that the auditor raised was the issue of early opport- 
unities. I think any project of this nature needs to show 
early successes. That’s certainly what we did here. The 
things we’ve been working on, as I said, have ultimate 
value and will be part of the ultimate system that goes 
out. We think they lay a solid foundation for the future. 

Maybe I can leave it at that point. I think I’ve covered 
some of the major pieces, if there are questions. 

The Chair: We have about 20 minutes for each 
caucus, and we’ll start with the official opposition. 

Mr Richard Patten (Ottawa Centre): Deputy, I 
think everyone agrees that, as you’ve said, the context 
was important, that there was a need to develop a system 
that was far more accountable. But, you know, the 
education ministry has a situation where they can call 
jeopardy. If their “clients”—I don’t like to use that term; 
if the children’s education is jeopardized by virtue of a 
strike or something, they can call jeopardy. 

It seems to me that this is quite embarrassing. In the 
financial community this is a major embarrassment. To 
enter into a contract like that, fine; let’s not ascribe or 
impugn motives. But they have you under control—I’m 
talking about Andersen—in terms of their costs, in terms 
of raising their costs, in terms of the schedule etc. You 
say you’re not supposed to pay out anything until the 
benefits are there. My understanding is, as of July you’ ve 
paid out $55 million and, according to the auditor, the 
value for work at that particular point was about $14 
million. How can you say you’re not paying out until the 
benefits accrue to you? 

Mr Costante: First of all, I disagree with the last 
statement. I think we have had real benefits, and we’ve 
demonstrated real benefits through reviews of, I believe 
it’s $66 million. Andersen’s share of that was $55 million 
and the rest accrued to the province. 

Mr Patten: This was after July. 

Mr Costante: This is from the beginning of the 
project until the July 31 numbers that we provided to the 
auditor. We did show real benefits, and I think we can 
demonstrate that. When the auditor comes back in to do a 
field audit, I think he will find that and he’ll see our 
proof, that we can demonstrate real benefits from making 
changes on how we do eligibility determination, how we 
do income reporting by clients. I think it’s there and 
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we’ve gained them. They’re not bogus. We can show 
them on the bottom line. 

Mr Patten: If you wanted to change the agreement 
you have with Andersen, what would you do? 

Mr Costante: Given the rush to get it over, the one 
thing I didn’t say in my statement is that we have started 
discussions with Andersen around making some changes. 
We are looking at their costs going down. Discussions 
are in progress, so I’m not really wanting to get into, if 
you will, giving away my cards in a public forum while 
those discussions are going on. 

Mr Patten: The public is paying for it though. 

Mr Costante: And we’re going to do our absolute 
best to protect the public interest. 

Mr Patten: We discussed this last year. In the 
context, the sole-sourcing arrangement was done because 
there was no one else ready to enter into a relationship 
with you? 

Mr Costante: That’s not correct. It was not sole- 
source. 

Mr Patten: Oh, it wasn’t? 

Mr Costante: No, there was a competitive process 
that was conducted in the fall. I believe the RFP went out 
in the fall of 1995. Andersen was the successful pro- 
ponent, negotiations started with them for a contract in 
May 1996, and that contract was signed in 1997. I 
believe there were eight other firms or consortiums who 
bid on this. 

Mr Patten: The extension to the year 2002 now for 
the technology that’s developed, what’s your comment 
on that? 
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Mr Costante: First of all, I think both the Provincial 
Auditor and our third-party reviewer did acknowledge 
that we had start-up problems in getting going, getting 
enough resources onto the project and proceeding at a 
rapid enough rate. I think the ministry was concentrating 
on its priority, which was to get legislation done and 
policy changes done, and we did lose some time. 

The extension is needed to complete it. The contract 
itself contemplated that in a project this size, there could 
be some delays, and allowed for a one-year extension and 
that’s what we’re looking at. 

Mr Patten: Are you telling me you're satisfied that 
everything is just fine, that you’re in control of the whole 
process? 

Mr Costante: I’m saying we’ve taken a lot of steps in 
the last year to improve what we’re doing. Nothing is 
ever perfect. That’s why we have the internal auditors on 
site now. The auditor will come back; I’m sure there will 
be more recommendations on further improvements, and 
we welcome them. We want to make this project a 
success and we think our partner wants to make this 
project a success. We have taken a lot of steps and we’ll 
take a lot more. In my remarks I think I outlined that 
entire list of things that we’ve been doing to make sure 
that we adhere to a rigid schedule, get staff involved, 
make sure that we have a good product. I think we can do 
it. 
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Mr Patten: It seems to me that, given this particular 
case, the ministry could recommend to the minister or to 
the government, “Look, we’ve entered into an 
arrangement which is not truly in the public interest. We 
would like to renegotiate the terms of the agreement,” 
even though you’ve signed an agreement. Fair enough. 
Given the size, given the publicity around this whole 
arrangement, I would think Andersen probably would 
accept a renegotiated arrangement. Would you entertain 
such an idea? 

Mr Costante: We are in those discussions. 

Mr Patten: In other words, you want to renegotiate 
the terms of the contract. 

Mr Costante: We are looking at some changes, and I 
don’t want to specify exactly the terms of what that will 
be. It’s obviously going to require mutual agreement. 

Mr Patten: What I’m trying to do is support you to be 
able to recommend what you believe is truly in the best 
interests of doing the job that you have to do and also for 
the general public. 

Mr Costante: I appreciate that. I’m saying we have 
started that discussion. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): I would just like to mention something you said. 
You said you don’t get paid unless you produce results. I 
would like you to explain that. 

Mr Costante: I think we can demonstrate that the 
number of the projects that we’ve worked on with 
Andersen as part of this larger change that we’re making 
have produced solid results. 

For example, they have developed for us a new elig- 
ibility system where we have gone back and looked at 
clients on the social assistance system and reviewed their 
eligibility. They’ve designed new software, new pro- 
cesses, helped us train staff. Through that process, we 
have found a lot of areas where people were not eligible 
and they were removed from the system. We found areas 
where there was overpayment and were able to collect 
that back. We can demonstrate solid savings from those 
activities. I think the auditor’s report shows that. I believe 
it was $66 million in savings. Andersen obviously shared 
some of the benefit from that, as did the ministry. 

Mr Cleary: The head office of Andersen Consulting, 
where is it located? 

Mr Costante: I think you’re going to have to ask 
them. It is an international consultancy. We are dealing 
with the Andersen Consulting partnership that’s here in 
Canada. Their head office is in Ottawa, I believe. 

Mr Cleary: The other thing I would like to ask you is, 
this $575 an hour for the project director, do you think 
you’re getting value for your money at $575 an hour, 
with people on the streets having to work three jobs for a 
whole week to make less than that? 

Mr Costante: I would say two things: First of all, for 
the expertise that we’re looking for, it’s very expensive 
in today’s market. I think you will all appreciate that with 
the rapid pace of change in terms of technology, the 
demand out there is immense. We have, coupled with 
that, the issue around Y2K where everyone in the world 
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is trying to fix their systems. I think they bring inter- 
national and national expertise to this, and we think 
we're getting value for our money. 

Mr Cleary: Were you part of the initial agreement? 
Did you help negotiate it in 1995? 

Mr Costante: I was not part of the negotiating team. | 
was the assistant deputy minister of social assistance at 
the time, and the project director reported to me. 

Mr Cleary: I’ve heard lots about this problem with 
Andersen Consulting. I was hoping I would hear 
something that would put my mind at ease today, but up 
till now, unless someone else has something that will put 
my mind at ease, I haven’t heard it. I’m disappointed. 
Anyway, I’ll move on to someone else. 

The Chair: It’s at the 10-minute mark. What I 
propose to do is have two 10-minute sessions for each 
caucus, if that’s all nght. We'll now turn to the NDP. 

Mr Peter Kormos (Niagara Centre): Look, this is a 
very complex contract. It is a complex, multi-page sort of 
thing, and I can’t begin to understand it. 

Mr Costante: I would agree. 

Mr Kormos: But I understand that the whole idea was 
to motivate Andersen by ensuring that it only receives 
monies when it produces results. 

Mr Costante: That’s correct. 

Mr Kormos: I don’t have a good handle on the 
contract, but I also understand—well, the government 
expected to abide by the terms of the contract, didn’t it? 

Mr Costante: Yes. 

Mr Kormos: And surely Andersen expected to abide 
by the terms of the contract. 

Mr Costante: That’s correct. 

Mr Kormos: | understand that this contract was such 
that there was no requirement for the ministry to make 
any payments to Andersen until “the amounts in the 
benefits pool exceed the amounts in the cost pool,” page 
9, paragraph 3 in the auditor’s report. Is the auditor nght 
or is he wrong in that regard? 

Mr Costante: It did not require it. It did provide for it. 

Mr Kormos: I understand that. But please help me; 
I’ve got to understand this contract. If there was no 
requirement to pay— 

Mr Costante: The— 

Mr Kormos: Please. There was no requirement— 

Mr Costante: I was going to try to give you some— 

Mr Kormos: —no requirement to pay any money 
unless those conditions were met. Is that correct? 

Mr Costante: That’s correct. The reason it was done 
is because we wanted to make payments early to reduce 
the interest costs that would have been charged had we 
not. Having generated benefits, why would we not pay 
out those benefits, as opposed to having our partner— 
which is again allowed. Both parties can charge, into the 
cost pool, interest charges. We made a conscious 
decision to pay so that we could reduce those interest 
charges. I don’t see that there’s anything wrong with that. 

Mr Kormos: The auditor, when commenting on 
interest, indicates that the cost of getting that money to 
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pay them out is more than the interest that would have 
been paid, if I understand that correctly. 

Mr Costante: You’d have to check with them. 

Mr Kormos: I’m telling you that’s what I understand 
the auditor to say. 

Mr Costante: I understand that’s not the case. 

Mr Kormos: Fair enough. As of July 1999, Andersen 
had been paid $55 million as an incentive, not based on 
any requirement of the government but based on the mere 
wishes of the government. Is that correct? 

Mr Costante: Basically, the intention was to reduce 
the interest costs, as I indicated earlier. We had produced 
benefits. We decided that we would pay out both sides. 
Both the government and Andersen benefited from the 
$66 million in savings that we found. 

Mr Kormos: I’m sure people are going to ask you 
about whether those savings flowed directly from 
Andersen or whether they flowed from any number of 
things that happened in terms of the number of people on 
social assistance, the social assistance rate. 

Mr Costante: And the answer’s no. 

Mr Kormos: I’ve got to tell you, Deputy Minister, my 
clear impression here is that Andersen’s robbing the 
public bank and you’re driving the getaway car. 

Mr Costante: If I can answer your last question in 
terms of—Andersen does not get paid out of any monies 
that accrue from natural caseload decline or from policy 
changes. We go through a very mngorous process of 
making sure that the benefits are attributable to the 
actions of the project. 

Mr Kormos: If it’s as rigorous as the rest of your 
relationship with Andersen, then it’s very much in doubt. 

Mr Costante: Well, we welcome the auditor to have a 
look at what we put in place. 

1110 

Ms Shelley Martel (Nickel Belt): If I might, I think 
the auditor already did, and the auditor made it clear in 
his report that “the benefits attributed to the project to 
date are from ‘early opportunities initiatives,’ which 
entailed changes to the existing social assistance systems 
.. and not the project’s primary objective of developing 
new technology.” In fact, he said to us this morning that 
most of the money that’s been paid out to Andersen in 
terms of savings had absolutely nothing to do with the 
business transformation project. You might be using that 
as a cover, but that’s not where the savings came from, 
and you’re making payments to them that shouldn’t be 
made. 

Mr Costante: I absolutely disagree. 

Ms Martel: So is the auditor wrong? 

Mr Costante: I think we have a disagreement. 

Ms Martel: All right, Deputy. Let me tell you what 
else the auditor said and you can comment on this. 

Mr Costante: Can I finish my answer, please? 

Ms Martel: OK. You think the auditor’s wrong. Go 
ahead. 

Mr Costante: Eligibility is a core requirement of any 
social assistance system. I think you would agree with 
that. Andersen has designed for us a new process for 
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determining that eligibility, and that is going to be built 
into the ultimate system, so why can’t that count? I don’t 
understand. 

Ms Martel: Deputy, the government makes changes 
on it with respect to provisions of eligibility. Let me tell 
you what else the— 

Mr Costante: Not with respect to the processes and 
the systems that support it. 

Ms Martel: We’ve got a difference of opinion. He 
says you shouldn’t have made a $55-million payout. The 
public’s being ripped off, hosed down. That’s what’s 
happening. Let me tell you what else he said. 

Mr Costante: | disagree. 

Ms Martel: You’re trying to tell this committee that 
things are OK. I was here a year ago, and you know 
what? Nothing’s changed since you folks were here last 
year. Two of the same people are here. The auditor said, 
“In light of the significant payments already made to 
Andersen Consulting at rates which the ministry cannot 
control, the delays of the completion of the deliverables, 
and our concerns about the working of the cost and 
benefit pools, we continue to question the achievement of 
value for money for the taxpayers from this agreement.” 
Nothing has changed from when you were here a year 
ago. 

Mr Costante: | think a lot has changed. I put on the 
record the things that we’ve changed to make sure this 
project gets on track. We have finished the design for 
this. We have a schedule that we’ve been adhering to. 
We’ ve put in a lot of new controls since then. I think a lot 
has changed. I would also point out that this is an interim 
report of the auditor. He did not come back in and do 
another full field audit. 

Ms Martel: I look forward to when he goes back in. | 
look forward to that. 

Mr Costante: Fine, but I don’t think you can charge 
that nothing has changed on absolutely no proof. I think 
we can show and demonstrate, and we haven’t been 
given the opportunity to demonstrate, the changes we did 
make. 

Ms Martel: Let’s look at the delays, then. The auditor 
reported that phase | is delayed by two and a half years 
and phase 2 is now delayed by one and a quarter years. Is 
that true? 

Mr Costante: I think what the auditor is doing—there 
have been delays. I acknowledge that. That’s why we had 
to extend the thing. The phase | and phase 2 terminology 
was something that was talked about very early on in the 
project. Once we got the blueprint for the project in 
February 1998 and, more recently, the design, we’ve 
changed the entire structure of the project. It’s apples and 
oranges. We do think we’re going to need that additional 
year. I don’t think those numbers of two and a half and 
one and a half bear any relevance any more. 

Ms Martel: Would the auditor like to comment? 

Mr Erik Peters: I would like to raise two comments. 

The one on the interest: What we did was relate the 
borrowing rate of the government, which is close to 9% 
still, to the 5% that Andersen would be entitled to under 
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the agreement. The second point we raised is that in other 
agreements Andersen has actually been paid based on 
their actual cash flow rather than at the full charge rates 
they were entitled to. These were the two concerns we 
raised about the interest, and those concerns remain 
concerns of ours. 

The second part is the sentence that has been quoted 
on page 9, which relates to the benefits attributed to the 
process being attributed to the early opportunity initia- 
tives. Those were identified as three areas. The con- 
solidated verification process is a verification process 
that the ministry had agreed with us for almost a decade 
required changes that needed to be done. In fact, the 
ministry had, in virtually every recommendation at the 
time we made the recommendations, agreed that some- 
thing would have to be done. We raised the question 
whether this was attributable actually to Andersen or 
whether this was not attributable already to initiatives 
taken by the ministry as they went along. 

The tax table—that’s the relationship between Rev- 
enue Canada and the benefits—also initiatives by the 
ministry. Change reporting—also initiatives already 
taken by the ministry. 

The problem we have with the benefits and that we 
will continue to have is that they were simply not 
benchmarked at the beginning. There was no appropriate 
allocation of how much of the benefit was actually 
attributable to initiatives already taken by the ministry 
and those initiatives that resulted from advice received 
from Andersen Consulting. Those were our concerns and 
that’s why we made those statements. 

Mr Costante: Can I respond? 

The Chair: You have thirty seconds left. 

Ms Martel: I want to ask about billing rates. Is it true 
that Anderson continues to bill at rates that were in place 
at the time of the last audit when the ministry was last 
here, which is between $40 and $575 an hour, for an 
average charge of $257. Is that true? Are they still billing 
at those rates? 

Mr Costante: I’m not sure that they’re billing at the 
existing rates. Their billing rates change, I believe, every 
September. They may be somewhat different than that. 

Ms Martel: Are they higher? 

Mr Costante: They may be higher. 

Ms Martel: Can you table those with the committee? 

Mr Costante: I’m not sure if we have them here 
today, but we will get them for the committee. 

Ms Martel: Deputy, if I can point out, last year when 
your ministry was here we were told that you were under 
negotiations to change those outrageous billing rates. It 
seems that they are still in effect a year later. 

Mr Costante: I don’t think you were told that they 
were under negotiation. 

Ms Martel: We sure were, and the minister said it in 
Hansard in November, and I can quote you her comments 
too. 

Mr Costante: I thought she said we were going to 
negotiate. 
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The Chair: Thank you. Now we’ll turn it to the 
government side. Mr Maves. 

Mr Bart Maves (Niagara Falls): What’s coming out 
of this here, clearly, from Peter’s line of questioning and 
the auditor’s response, is a debate about benefits and 
whether or not benefits actually have accrued as a result 
of the relationship with Andersen. Now, I’ve heard you 
talk about a change of process. You’ve talked about them 
actually designing a software program, which has worked 
to attribute benefits. 

My understanding is that Mr Hession and the Hickling 
Lewis Brod company he worked with had done some 
work on this benefit pool and justifying whether or not 
those benefits should have been in that pool. I wonder if 
the deputy and then perhaps Mr Hession might be able to 
explain again where we see these benefits coming and 
why we attribute them to the work that Andersen’s been 
doing with the government. 

Mr Costante: A couple of things, and then I’1l pass it 
over to Ray. First of all, we do make sure, in determining 
which benefits accrue to the project, that a baseline is in 
effect set, that it’s only the incremental benefits that are 
achieved by the project that actually go into the benefit 
pool. So I would disagree with something the auditor 
said. We don’t let base benefits—if not, all eligibility 
costs we have would go into the pool. We do what’s 
called metrics, where we try to go through and pick out 
exactly what is attributable to our efforts with Andersen, 
and only those go into the benefit pool. 

As I’ve said, things like policy changes or decline in 
caseload do not get attributed here. We also tried to 
factor out the impact of the eligibility tools that we had in 
place previously. 

The auditor is right. He did in past audits ask us to 
address some of these issues. We use the opportunity 
with Andersen to do that. He criticized us that we hadn’t 
done it, so this was the opportunity. Why would we 
design a new eligibility system just to have to do it again, 
ultimately, for the final project? We’ve used Anderson to 
make that eligibility change so that it would get 
imbedded in the final system. That’s exactly what we’ve 


‘done. 


I’ll leave it at that and let Mr Hession talk about his 
findings. 

Mr Hession: May I, Mr Chairman? As part of my 
terms of reference from the former minister, I was asked 
to ensure for her that the methodology that was being 
used to determine benefit attribution was valid. We took 
what were the two most significant so-called early oppor- 
tunity projects, one being the consolidated verification 
process, the other the change reporting, and applied— 
you’ll have to forgive me, Mr Chairman; there’s a bit of a 
technology involved here called multi-variant statistical 
analysis. What that does is take all the data from the 
universe of recipients of the benefits of these programs 
historically and then look forward, following an event. 
The event in this case was the introduction of these two 
changes, the so-called CVP and change reporting. 
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In the case of change reporting, we saw robust 
evidence of benefit arising from those changes, again 
based on the data that was provided to us. 
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In the case of consolidated verification process, we 
determined that there was inadequate data at that stage; 
the change having recently been introduced, there being 
insufficient evidence from the data to say yea or nay to 
the benefits. Subsequently, I believe in September of this 
year, with more data available, that review on con- 
solidated verification process was redone, and again a 
robust outcome saying that the benefits were indeed 
valid. 

Mr Maves: Everyone here is concerned and we want 
to make sure that under the terms of agreement someone 
can’t get paid unless benefits accrue. The auditor seems 
to think, in his second audit that he’s come in and done, 
that those benefits haven’t accrued and you haven’t been 
able to show that those benefits have accrued as a result 
of Andersen’s work. The ministry has said they’ ve done 
a process and they can show that they are attributable to 
the Andersen contract. Mr Hession has brought in a firm, 
Hickling Lewis Brod, which says, yes, they can be 
attributable to this project. I don’t understand why the 
auditor, when he has come in to do the second audit and 
work with both of you to try to verify whether these 
things should be in the benefit pool—I don’t understand 
why there is such a discrepancy between the two. 

Mr Costante: If I could clarify it, I don’t think the 
auditor has come in and done a second audit. There have 
been some very limited discussions. We had one two- 
and-a-half-hour meeting with the auditor. There have 
been a number of phone conversations and exchanging of 
paper, but there was not a full field audit where his team 
actually came in and looked at what we are doing and 
tiptoed through all our documentation. You may want to 
have the auditor comment on that. I don’t mean to put 
words in his mouth. 

Mr Maves: So this most recent report, Auditor, is not 
based on an audit? 

The Chair: I'll give him an opportunity to comment 
in a moment after you’re finished. 

Mr Maves: I was under the impression that there was 
something more broad done. 

Mr Hession, you also said in your business case 
analysis done by Hickling Lewis Brod—I would also like 
to ask a question about them—that there were $300 
million in savings over the life of this contract, between 
1997 and 2002, and then beyond that your models 
predicted annual savings of $200 million. Or is this just 
the $300 million? Can you explain that? 

Mr Hession: In doing this work, in order to provide 
valid information to the legislators, by practice in this 
business we limit the benefits outcome to the period of 
the project itself. So it’s seven years from the beginning 
of the project in early 1997 to its completion in 2002, and 
then there is a two-year period for benefit attribution 
thereafter. So it’s seven years. The point that the member 
is raising is what happens after the seven years. Indeed, 
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the benefits continue to accrue at whatever is the then 
current pace. It’s what we call the eighth and on-year 
benefit. 

Insofar as the benefit within the seven years of the 
project itself—and you will note that I am using seven 
years, because at the time of our review it was reasonably 
clear to us that there was a very high probability that this 
project would have to be extended by one year and that’s 
why we went to seven years—net of all costs, including 
those accumulated by the ministry and by Andersen, we 
determined that there was an expected outcome, which is 
a term I should define for members, of close to $300 mil- 
lion of direct benefits to the Ontario taxpayer and there 
was some $46 million of so-called social benefit to 
Ontario. 

Insofar as that expected outcome is concerned, that 
takes account of all the uncertainty, and there’s lots of 
uncertainty in projects of this duration, this complexity 
and this magnitude. Thousands of people are going to be 
affected in terms of the way they deliver programs, the 
way the constituents interact with those programs and so 
on. It’s a very complex undertaking, so the uncertainties 
are significant. I noted the word “‘ominous” in the use of 
language by the auditor. I wouldn’t use that word but | 
can understand why he might. 

We took account, as best we could humanly do, of the 
uncertainties arising with schedule, with the future size of 
the universe of recipients, with any number of what | 
would call technical risks and so on, and tried very hard 
to balance our assessment, taking account of those un- 
certainties. 

With all of that in our hands, we said, “It looks like 
$300 million expected outcome.” That’s the average 
probability. If you ask me, “What’s the outcome at, say, 
the 80% probability?” it’s a lesser number because 
you’re asking me to commit to a higher order of prob- 
ability, and expected outcome and 80% aren’t the same 
thing. But it’s still, as we could best judge at that time, an 
extraordinarily robust business case. 

As I reported—and concurred with the auditor, for 
sure, that his findings, as far as I could tell, were highly 
meritorious—one of the outcomes that was particularly 
so in my mind was that the agreement didn’t specify 
what those outcomes would be. It was after the fact, in a 
sense, that we discovered they’re very large. As the 
deputy has said, the ministry has organized itself to 
deliver those benefits. 

I hope that helps the member on the point. 

Mr Maves: It does. 

The Chair: You have 30 seconds left. 

Mr Maves: The auditor has said that you substantially 
agree with what his initial recommendations were, but it 
sounds to me that now you think there’s a very solid 
business case for this, that the taxpayers are going to 
profit quite nicely out of this at the end of the day. Have 
the recommendations you made been followed through 
and do you still believe there’s a positive business case, 
or do you think the government should get out of this 
contract? 
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Mr Hession: There’s a number of questions there. I 
did agree with the auditor. I don’t want to sound pre- 
sumptuous in saying that, but I observed very much what 
he reported on. I say again, what he reported on most 
profoundly, in my opinion, was the absence in that 
contract of an end result for the monies being spent by 
the government and by Andersen. So my purposeful 
approach was, let’s find out what those results will look 
like, so we did, and that’s the $300 million of net benefit. 

The question you’re then left with is, what’s the risk? | 
want to repeat for the members present, there was an 
exhaustive risk analysis done to arrive at that $300 
million. The two most sensitive variables are delay, of 
which there had been some, so we had to project possible 
future delay; and, what’s the size of the universe of 
program recipients? I don’t have to tell you that the econ- 
omic performance of Ontario is such that thankfully there 
are more people working and fewer people therefore on 
welfare. That’s a good thing, if you’re looking at it from 
that perspective. From the perspective of, what does that 
do to the benefits of this program, it brings them down a 
tad. It’s still a robust business case. The big risk now is 
delay. 

The Chair: OK, thank you very much. I let you go on 
a little bit longer there— 

Mr Hession: My apologies, Mr Chairman. 

The Chair: That’s quite all right, sir. Now, the auditor 
had a comment to make. 

Mr Peters: Yes, I have two, actually, to make. I 
would like to refer the members to the report given to 
them that was done by Mr Hession, by the firm Hickling 
Lewis Brod. That may put some of the appearance of a 
difference somewhat at rest. 

We had recommended in our 1998 report the appli- 
cation of something called a value index, some sort of 
other way of determining the benefits and the cost to the 
pool. Mr Hession, in his report, agreed. He said: “The 
ministry, in comparing the value of its contribution to a 
BTP-like project with that of consultants when both 
parties are contributing to project costs in anticipation of 
proportionate benefits-sharing, should develop and apply 
a ‘value index’ for its personnel reflecting their relative 
value to the project. Should the current agreement be 
amended, it should reflect such a ‘value index’ with its 
concomitant effect on benefits-sharing.” 

That’s what I’m referring to, because what we are 
referring to is the fact that we are charging full rates by 
Andersen, we are charging our rates into it, and there is 
no value index set on this one. . 

The second one, Mr Maves: I said in my in camera 
session, and I repeat, that this was an interim report and 
not a full-blown audit. The deputy is definitely mght on 
that one. 

1130 

Mr Maves: Can you tell us the difference between 
what you do when you do an interim and what you do 
when you do full blown? 

Mr Peters: You’ll find in this report a number of 
tables which are ascribed to the ministry as the source. 
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We have not verified the figures. When we said there that 
Andersen was actually paid $55 million, we haven’t gone 
into the cash system and seen that cheque that you were 
written in that amount. We have accepted the ministry’s 
statement that that was what was paid and we have not 
gone into any of the calculations that led to the deter- 
mination of the $66-million benefit. We have accepted 
the ministry’s word for that. 

The Chair: Thank you. You have about eight minutes 
for each caucus at this stage. 

Mr Patten: In the 1998 report, the auditor laid out 
quite clearly—and it’s in this particular document. Just 
running through some of these, Deputy, you have said 
you’ve addressed most of these and that the auditor has 
not been back, and if he were to go back, he’d find a 
much improved situation, which I guess is what your 
case is at the moment. Although I will ask you, if you 
had your druthers, would you want to renegotiate a new 
arrangement now with Andersen Consulting? 

Mr Costante: As IJ said previously, we are in dis- 
cussions with Andersen Consulting and part of the pur- 
pose of those discussions is to lower their cost. 

Again, I don’t want to get into great detail. I don’t 
think it’s proper to do that before we have finalized the 
detail. Obviously, I am driven to, first of all, have a 
successful project, a well-managed project and also 
protect the public and taxpayers’ interests. 

So, yes, we are in those discussions and we have to 
wait for the outcome because, as I said, we do have a 
contract, things that we may agree to are going to require 
mutual agreement and I don’t have that mutual 
agreement yet. 

Mr Patten: Deputy, you know as well as I do that, 
first of all, it’s already out in the public. We know what 
some of the rates are. We know the conditions of an 
existing contract. You’re at the public accounts commit- 
tee today. You have directors who, presumably, would 
know in more detail than you, rightfully so, because you 
have to manage the whole ministry. 

I’m asking you whether you now have control because 
in the original agreement you did not. You did not have 
control over the rates. You did not have control over the 
schedule. You did not have control over increases, it 
would appear, at the whim of Andersen to set new rates 
as they saw fit. 

Can you demonstrate or tell me, or one of your 
directors, today that in fact you now do have control and 
you’ve renegotiated at least those principles? 

Mr Costante: The contract that we signed back in 
1997 is still in place. We have not renegotiated that con- 
tract. That contract has a number of controls. Andersen 
gets paid according to their rates and that’s what they’ve 
been paid at. What we do have control of is schedule. 
This is a joint project. We’ve worked very hard to 
develop a detailed schedule and put processes in place to 
make sure that we adhere to that schedule. Ill give you 
some examples. 

The schedule is brought to our management com- 
mittee table on a monthly basis for full review. We go 
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through every component of the schedule to see if we’re 
ahead or behind on individual components. We are, 
obviously, driven by schedule. I think one of the things 
that both the auditor and Mr Hession’s report pointed out 
is that time lost is money. We want to adhere to that 
schedule. We think we’ve put a lot of controls in place. 

I guess going back, it’s a joint project and we do have 
a lot of control and we exercise that control. 

Mr Patten: The auditor pointed out that in terms of 
the concept of shared savings Andersen’s savings were 
totally disproportionate; “totally” is my term. The auditor 
said, “disproportionately high rates to the disadvantage of 
the ministry,” because the charge-out rates used for staff 
were, on average, almost six times higher than the rates 
charged by the ministry for comparable staff work. 

You are telling me that you’re still accepting the 
original terms of the agreement. That was the original 

arrangement. Is that not being reviewed or do you not 
want to renegotiate that kind of arrangement? 

Mr Costante: That is part of the ongoing discussion 
that we’re having around Andersen’s cost. What I’m 
confirming is that the 1997 contract is still in place until 
our current discussions are concluded, and I can’t report 
here today that those discussions have concluded. 

Mr Patten: When do you expect them to be con- 
cluded? 

Mr Costante: I think that is a mug’s game, to be 
committing to a date. It requires mutual agreement. I also 
need support, obviously, for whatever changes we're 
going to make. 

Mr Patten: I can appreciate your position. It must be 
very uncomfortable. You can appreciate ours. A year ago 
we were assured that this was going to be renegotiated, 
and now you’re here today saying you are renegotiating 
it, with no sense of whether this is in the year 2000 or 
what, with a continual extension of the contract with 
essentially the same conditions that were there before, 
that we all agree are to the disadvantage of the ministry, 
to the disadvantage of the public. 

Mr Costante: Sir, if you are trying to get me to 
commit to a date, I won’t do that. 

Mr Patten: No, I’m not saying a date. 

Mr Costante: We’re trying to move as quickly as 
possible. We think we’ve done our analysis. We think we 
know—I not only think, I know what we want, and 
we’ ve started that discussion. 

Mr Patten: I’m not asking for the details. I’m asking 
the principles on which you are negotiating, which surely 
you can share. 

The auditor reported that Andersen has exceeded the 
rates quoted in their proposal by an average of 63%. 

Mr Costante: I don’t want to get into, at the table 
here, unveiling either my negotiating strategy or that. I 
don’t think that’s possible, that anyone would negotiate 
that in a public forum. I think that would be irrespon- 
sible. 

Mr Patten: Well, I’m disappointed, frankly. 

I would say to you, given the context and the situation, 
that you should call jeopardy. I think you should say: 
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“We have entered into an arrangement, made some 
mistakes. Here is how we can rectify it. We want to start 
over with a new deal, because this one binds us to an 
unfavourable position in being able to manage something 
in the interest of the general public.” Is that a possibility? 

Mr Costante: We are trying to make changes that are 
favourable, as I said. We are trying to negotiate, discuss a 
lowering of Andersen’s costs. I think that is beneficial to 
the province, to the taxpayers, and that’s what I would 
hope you would hold me accountable for. Again, I don’t 
want to get into the details of that. It is a commercial 
deal. I don’t think any commercial deal in the world is 
discussed in an open forum. 

Mr Patten: Based on what I’ve heard, it is my 
opinion to this point that you are negotiating with both 
hands tied behind your back. 

Mr Costante: If I were to put my strategy out on the 
table here today, sir, indeed I would be negotiating with 
all my cards exposed when the opposition does not, and I 
think that would be a mistake. I am trying to negotiate 
from a balanced perspective. Both partners have things to 
win and lose, and that’s how you have to go into that. We 
want to do the best for the taxpayers of Ontario. That is 
my objective. 

The Chair: Thank you. 

Mr Kormos: Sir, you speak of a mug’s game, and 
indeed it’s the taxpayer who’s getting mugged. 

On page 45 of the 1998 auditor’s report, he notes that 
the hourly rates being charged by Andersen are on aver- 
age 63% more than the rate that they proposed in their 
original RFP. Is the auditor wrong in that observation? 

Mr Costante: No, the auditor is correct. 

Mr Kormos: So Andersen, when it provided the RFP, 
indeed quoted or cited much lower hourly rates? 

Mr Costante: The agreement that was struck with 
Andersen is that we would allow them to charge into the 
cost pool their standard published rates, and that’s what 
they’ve been doing. They’ ve adhered to the contract. 

Mr Kormos: I have no doubt. They cited much lower 
hourly rates in their RFP than ended up actually being 
paid out. Isn’t that correct? 

Mr Costante: That’s correct. 
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Mr Kormos: OK. Auditor’s report: I refer to, in 
today’s report from 1998, page 6, “In 1998 Andersen 
Consulting rates ranged from $85 to $575 per hour ...” Is 
that correct? 

Mr Costante: Sorry, I don’t have it in front of me. I 
agree, if you’re reading from the report. 

Mr Kormos: “... compared to $28 to $70 per hour for 
comparable ministry staff.” I take the auditor to mean 
comparable when he says comparable. Do you? 

Mr Costante: I don’t know. I think that would be 
open to discussion. I don’t think the ministry, at those 
rates that we pay for government staff, can get the expert- 
ise. I think the entire IT community and I believe the 
auditor would agree with me that we can’t hire the types 
of people at the government rates, the government pay, in 
the quantity we need to, to do some of those tasks. And 
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the government role and the Andersen role are somewhat 
different. 

Mr Kormos: Let me tell you, Andersen bills the prov- 
ince $85 an hour for a clerk to enter data into computers 
when provincial employees do it for $28 an hour. 

On page 2 of today’s report, the third bulleted item: 
You know the auditor raised concerns about the dis- 
proportionately high rates being billed on an hourly basis 
to the government in its 1998 report, obviously. It in- 
dicates here that as of July 1999, we’re still talking about 
no significant reduction in those rates. Is that fair to say? 

Mr Costante: I think we are talking about a 
significant reduction in Andersen’s costs. 

Mr Kormos: In its hourly charges per employee? 

Mr Costante: I think the effort that comes out of that 
will have to wait until we finish the negotiations, sir. 

Mr Kormos: You indicate that that’s a subject matter 
for negotiations, but I refer you to the third-party review 
report, page 3, item 1.6.3, which says: “The current 
average hourly billing rate for Andersen Consulting’s 
professional services is expected to fall by more than 
25% by year-end 1999 based on assumptions regarding 
the mix of partner, manager, consultant and analyst per- 
sonnel that Anderson plans to deploy.” That has never 
happened, has it? 

Mr Costante: Yes, it has. 

Mr Kormos: Then where do we see the 25% re- 
duction in hourly rates charged by Andersen? 

Mr Costante: Sorry. There’s a difference between 
rates and the average mix of costs, and I'll let Mr 
Hession speak for himself. 

Mr Kormos: | just want to point out that the third- 
party review says “the current average hourly billing 
rate.” It doesn’t talk about gross charges back; it says the 
average billing rate is expected to drop by 25%. We're at 
the end of December, at the end of 1999. It hasn’t 
happened, has it? 

Mr Costante: | think it has. I think we can— 

Mr Kormos: Then what are you negotiating? 

Mr Costante: Sorry, sir, if you’d let me explain. 
There are rates and then there are the average hourly 
rates. Early on in the project, Andersen, given that we 
were in the planning stage, had a lot of their more senior 
people on the project. The average billing rate was quite 
high. As we move into implementation, as we move into 
building the actual system, we have more people, a larger 
number of people, onsite from Andersen Consulting who 
are at the analyst-programmer level. Their average rate is 
a lot lower, so the overall average rate has declined. I 
would need to verify the 25%, but I believe this year 
there has been, as the third-party reviewers talked about, 
a significant decline in the average hourly rate. 

Mr Kormos: We want a tabling of the rates being 
charged by Andersen or being billed by Andersen. I’d 
like to know if, in view of what you said, Andersen is 
still billing $85 an hour for a data entry clerk when the 
province pays that same clerk $28 an hour. Ms Martel, go 
ahead. 


9 DECEMBER 1999 


Ms Martel: Deputy, you said when you started that 
income support is one of the key businesses of the 
ministry. Is that correct? 

Mr Costante: That’s correct. 

Ms Martel: And that the ministry recognizes an ab- 
solute need to modernize business practices and tech- 
nology. Is that correct? 

Mr Costante: Correct. 

Ms Martel: So it seems to me that the minister would 
be aware of a project as significant as this one. Is that 
correct? 

Mr Costante: Yes, ma’am. 

Ms Martel: Is the minister aware of the details of the 
contract with Andersen? 

Mr Costante: Are you talking the current minister? 

Ms Martel: Yes. 

Mr Costante: We’ve briefed him about the overall 
pieces. When you say “details,” you may have to define 
that for me. Likely even I am not as knowledgeable about 
the individual subsections of the contract. I don’t think 
any minister is, on those sorts of things. But he has been 
briefed about the project; he’s been briefed about the 
issues; he’s been briefed about the Provincial Auditor’s 
findings. 

Ms Martel: When was he briefed about the Provincial 
Auditor’s findings? 

Mr Costante: There were some initial briefings early 
on when Minister Baird first came on— 

Ms Martel: “Early” as in June, July? 

Mr Costante: Likely in July, about the auditor’s find- 
ings from 1998. And then he was briefed about the 
special report. 

Ms Martel: And when was he briefed on the special 
report? 

Mr Costante: I think there were several briefings, be- 
cause we were exchanging drafts back and forth between 
the auditor and myself. 

Ms Martel: So he was briefed several times about this 
recent report. 

Mr Costante: They would have been earlier drafts. 

Ms Martel: And when was he briefed about the 
earlier drafts? 

Mr Costante: I’m sorry, I don’t have the exact dates 
with me. 

Ms Martel: And were there significant changes to the 
earlier drafts and this final draft? 

Mr Costante: You’d have to ask the auditor that. 
There have been some changes to it, but I think a large 
part of the content is the same. 

Ms Martel: And what about the ministry’s replies? 
Has there been any change in content in the ministry’s 
replies from the earlier briefings until this final docu- 
ment? 

Mr Costante: I think the auditor did accept some of 
the comments we made. 

Ms Martel: Can you tell me, was the minister aware 
that you’d paid out $55 million and that the auditor didn’t 
think that was a payout that should have been made? 
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Mr Costante: I believe he was briefed on that, and he 
would have looked at the earlier drafts. 

Ms Martel: Did he approve the payment of the $55 
million up to the end of July? 

Mr Costante: The $55 million are payments that have 
been going on since this project started back in 1997. 
Those payments, I believe, are approved by the director, 
if I’m not mistaken. 

Ms Martel: So since July until this time, how much 
more has Andersen received above the $55 million? 

Mr Costante: I think we can tell you that, actually. 

Ms Ewart: The savings you have to July 31 are $66.8 
million. The savings, a comparable number, to the end of 
September are $70.9 million. 

Ms Martel: No, what’s the payout to Andersen? 

Ms Ewart: The payout to Andersen? 

Ms Martel: Yes, till right now. 

Mr Kormos: If it’s less than $10, don’t bother. 

Ms Ewart: It’s $55.3 million to July 31, and $58.8 
million. 

Ms Martel: OK, but what I want to know: Was the 
minister aware that the ministry was continuing to pay 
Andersen money in spite of the fact that the auditor had 
made it very clear that this money should not be paid 
out? Is that true? Was the minister aware? 

Mr Costante: The minister is aware that the project is 
ongoing and that we’ve been making payments all along. 

Ms Martel: Did the minister express any concerns to 
the ministry staff about continuing to pay Andersen? 

Mr Costante: This is a major project. The minister is 
obviously concerned, and he wants the best thing for this 
project too. He obviously wants to make sure that we get 
the best value for taxpayers’ dollars. 

Ms Martel: He wasn’t concerned enough to stop the 
payments in light of the auditor’s comments, which were 
serious comments. 

Mr Costante: Sorry, the government has not made a 
decision to cancel this contract, which is exactly what 
you’re talking about. 

Ms Martel: That’s clear. Let me say, was the minister 
responsible for agreeing that the contract should continue 
for another year? Was he aware of that decision? Did he 
agree to it? 

Mr Costante: Was the minister aware of that 
decision? I think the minister would have understood 
that; I’m not sure whether he would have agreed to it. 

Ms Martel: So you don’t know if the minister agreed 
to the extension of the contract by a year? 

Mr Costante: If we want to talk in legal terms, the 
contract is not formally extended. We know that as we 
get into these discussions, our timetable is going to 
require it to be formally extended by one year. That has 
not— 

1150 

Ms Martel: Does the minister agree that— 

Mr Costante: Sorry, that has not been formally 
documented between the two. I will acknowledge— 

Ms Martel: But we’ve got it documented in this 
report. 
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Mr Costante: I would acknowledge that at a staff 
level, we and Andersen acknowledge that in order to 
complete the project we are going to need the one-year 
extension. We have not formally done it yet. 

Ms Martel: Is the minister aware of the extension? 

Mr Constante: He is aware it’s being discussed. 

The Chair: That’s the eight minutes. We’ll now go to 
the government side. 

Mrs Marilyn Mushinski: I’m looking at today’s 
clippings, the Toronto Star: ““A senior government source 
said last night that current social services minister, John 
Baird, ‘hit the roof? when he read Peters’s latest update. 
The minister is adamant that talks with Andersen be 
initiated, and he’s made it clear that the project must be 
completed on time and on budget,’ the source said.” 

Could you account for that, in light of the comments 
you just made to Ms Martel? 

Mr Constante: I’m not sure what you’re asking. 
Discussions I’ve had with the minister— 

Ms Mushinski: You indicated that he’s been briefed 
all along on the content of Mr Peters’s interim follow-up 
review. 

Mr Constante: The minister is quite adamant that this 
project be on budget and on time. I think he’ll be very 
interested in knowing, being somewhat directing the 
nature of the discussions we’re having with Andersen 
Consulting. 

Ms Mushinski: OK. That sort of answers that 
question. You have to forgive me, because I’m a little 
new on this committee. I guess my next question should 
probably be directed to the program director. 

I’m really interested in where we’re going, and I’d like 
some picture of where we’re going to be at the end of this 
whole process. Could you explain to me where we are at 
this point in time and where you intend us to be at the 
end of the process, please. 

Ms Szyptur: As the deputy minister mentioned, the 
system we had in place and continue to have in place is 
very outdated—lots of paperwork. The staff essentially 
spent all their time filling out forms in duplicate and 
triplicate, and did not have enough time to actually spend 
with applicants and help them find jobs. 

As we know, one of the reforms is to ensure that 
people can get jobs and get off social assistance. This 
project has tried to support that through changes in tech- 
nology and business processes. 

What we’re doing is several components and several 
functions. I think that one of the key changes is focusing 
on how people apply for social assistance. Right now, 
people have to come into the office, fill out a form that 
can take a couple of hours, and at the end of that, they’re 
told they’re not eligible. What we’re trying to do is 
develop a process through a telephone screening system 
where people can call and go through an application 
process and actually be told that they’re either ineligible 
or that they have a potential for eligibility for social 
assistance. They would then come into the office and 
verify that information. 
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We would be doing third-party checks, which we are 
not consistently doing now. So they can tell us on the 
phone that this is the rent they pay or that they have no 
other income, etc. etc. We will be checking with other 
sources such as credit bureaus, Revenue Canada, employ- 
ment insurance, to make sure all the information is 
correct. We’ll verify that information and then focus on 
helping people get jobs, and that is a big change. So the 
work of the workers will shift and change to employment 
assistance. 

We’ll also have more performance management 
reports and more management reporting to ensure that 
the Ontario Works program and ODSP are doing the best 
job they can. So more information will be available to all 
levels of staff, both in municipalities and in government. 
There’s really a focus on improving client service, reduc- 
ing fraud and helping workers in terms of helping 
applicants get jobs. I think that’s the essence of the 
changes. 

Mrs Julia Munro (York North): We’ve heard from 
Mr Hession this morning and I just wondered whether we 
could have a little bit of information with regard to the— 
obviously you’ve told us a bit about the project— 
credibility of this firm in being able to be here as a third 
party. 

Mr Hession: It’s important to realize that there are 
two elements to the third party. There’s myself as an 
individual, and there’s Hickling Lewis Brod, who are the 
business, case and risk analysis experts. In my own case, 
I’ve spent about 20 years in the information technology 
business both with IBM and as CEO of a large service 
provider called Kinburn Corp. We were the owners of 
Systemhouse in Ottawa. 

I’m also a former deputy minister of supply and 
services and spent a good part of my public sector career 
doing contracting on behalf of the federal government. 
On my way there, I’ve been heavily involved as deputy 
receiver general at the federal level in the performance of 
audit services within the federal government, particularly 
comprehensive audit services or the audit of effective- 
ness, which is essentially what this is about. That’s why I 
was involved, I believe. 

As to Hickling Lewis Brod, that company has existed 
for about 10 years. Their entire business is focussed on 
risk analysis, primarily public sector, large-scale invest- 
ments in various forms of infrastructure. For example, 
they did the business case for Highway 407. They’ve 
done a number of business case studies for Pearson 
airport. They were called in by the General Accounting 
Office in the United States, which is essentially the 
Auditor General of the United States, to do the Denver 
airport when it ran afoul of its baggage system. They did 
the same thing in a $4-billion project involving IBM on 
the Federal Aviation Administration’s air traffic control 
system. 

The basic purpose of what that company does 1s to 
give confidence to the public policy-makers that there is 
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or there is not a public benefit to whatever is being 
undertaken. The uniqueness, if I could say, of what they 
do, evidenced by their being called forward on some of 
the larger projects, is they do a particularly throughgoing 
job of risk analysis. 

When I listen to the questions of the members, therein 
lies most of the meat of the issues: Do you or do you not 
understand what the risks are? Do you or do you not 
understand what impact they may have on the outcome, 
if the outcome, is as the director has said, “Better service, 
write cheques to the right people at the nght time in 
Ontario.” We say, as at the date of the business case 
analysis, based on the size of the universe then, the 
schedules as we understood them then, the risks associ- 
ated with those factors, there’s close to a $300-million 
net benefit to the taxpayers of Ontario. 

The assumptions are all there. I might say that I 
demanded of Hickling Lewis Brod that the business case 
they did would be auditable. I very much wanted the 
auditor, members of the Legislature, anybody who want- 
ed to go inside that business case and examine what was 
considered and what were the effects of that, that that’s 
doable and it’s doable as of now. 

Mrs Munro: Is there time for one more? 

The Chair: Thirty seconds. 

Mrs Munro: I just wanted to ask: With all the dis- 
cussion with regard to renegotiating and so forth with 
regard to Andersen, it seems to me that much of that 
discussion centres on the issue of the possibility of their 
ability to agree to a change in fee. I wondered also if, in 
commenting on that, you would also include something 
about an explanation of the difference in rates and the 
question of the ratio of ministry staff to Andersen staff. 

Mr Costante: I can confirm that we are in those 
discussions with Andersen around their costs and fees. In 
terms of the difference in ratio, I would say that is true. 
The ministry rates are charged at ministry salaries and we 
also add to that expenses, vacation time and all sorts of 
things. So they’re fully billed up, if you will. 

One of the things the auditor pointed out—I think he 
mentioned it earlier—is that there is a difference in the 
value between the two. That’s something I’m sure will be 
looked at in future common-purpose procurements and 
something that is likely a valuable thing to do. 

The Chair: That finishes that eight minutes. It’s 12 
o’clock and I understand that there may be a recorded 
vote in the House. We can either have a subcommittee 
meeting or the committee can agree right now as to what 
it wants to do next Thursday. 

Ms Martel: If I might, Mr Chair, I would move to 
have the ministry back because we didn’t finish with our 
questions with respect to this issue. I would like to see 
the ministry come back next week to answer some more 
questions. 

The Chair: Is that agreed by everyone? Agreed. 

The committee adjourned at 1201. 
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REPORT OF THE PROVINCIAL AUDITOR 
ON THE ANDERSEN AGREEMENT 


The committee met at 1046 in committee room I, 
following a closed session. 

The Chair (Mr John Gerretsen): Good morning, 
everybody. I’d like to call this meeting to order. What 
I’m suggesting is that we take an hour, which means 20 
minutes for each caucus, to ask any further questions, and 
then that we leave some time before the 12 o’clock 
deadline in order to discuss what action, if any, we wish 
to take with respect to recommendations so that there can 
be a limited discussion on that. Otherwise, the time will 
just simply run out at noon, if that’s OK. I’ve just 
forgotten where exactly we— 

Mr Richard Patten (Ottawa Centre): Chair, | 
suggest 10, 10 and 10 for two rounds, not 20. 

The Chair: Two rounds of 10 minutes of questioning. 
The last time we started — 

Mr Patten: We started here last time. 

The Chair: All right. Ms Martel, would you like to 
start it then? 

Ms Shelley Martel (Nickel Belt): I'd like to go back 
to the early opportunities project, which is, as we under- 
stand it, the first task order that was arranged between 
Andersen and Comsoc and paid. I go back to it because I 
continue to have serious concerns about the ministry 
seeing this as work that Andersen did versus work that 
the ministry’s own staff did. I wonder, Deputy, if you can 
explain to the committee what the early opportunities 
project entails. Specifically, what changes to ministry 
technology occurred? Who did the work? Was it ministry 
staff or Andersen staff? The details of that, so we can 
determine what that first task order was all about. 

Mr Kevin Costante: What I’m going to do is ask Ann 
Szyptur, the project director, to talk about— 

The Chair: Excuse me. Just for the record, the person 
who’s answering right now is the deputy minister, Kevin 
Costante. 

Mr Costante: Oh, sorry. Do you want us to introduce 
ourselves first for the record? 

The Chair: If and when somebody speaks, if they 
could identify themselves the first time and maybe spell 
their name. It’s just easier for Hansard’s purposes. Good 
morning, Mr Costante. 


Mr Costante: Good morning. My name is Kevin 
Costante, C-o0-s-t-a-n-t-e. 

There are a number of early opportunities initiatives. 
There’s the consolidated verification process and also 
change reporting. Did you have one of those in mind? Do 
you want us to talk about either one or both? 


Ms Martel: We’d like to know how many of them 
have to do with the enhanced verification project, but if 
you can give us each of the components, that would be 
helpful too. 


Mr Costante: I’l] talk in general terms and then I will 
hand it over to Ann Szyptur, who can give you more 
detail. 

The consolidated verification process essentially is a 
process to look at who is eligible for social assistance. 
Andersen Consulting brought to that task several new 
pieces of technology that they designed for it. I know the 
initials for those are called MAT and NORA, and I’ll ask 
Ann to describe those in more detail. 


They also brought to that task a bunch of new business 
processes and a more rigorous checking format. They 
worked with us in terms of the implementation of that, 
both at the provincial and at the municipal level, which 
it’s now rolling out through. There have been significant 
savings in that process. I believe it’s in the neighbour- 
hood of $35 million to date. 

It’s essentially a very rigorous process. We think it’s 
one of the best processes in Canada in terms of checking 
that people are indeed eligible for social assistance, as 
defined by the legislation. With those opening comments, 
I’ll ask Ann to say a bit more. 

Ms Ann Szyptur: I’m Ann Szyptur. I’m the project 
director for the business transformation project. 

Let me talk about CVP or the consolidated verification 
process. CVP represents a change from a time-based to a 
priority-based approach to reviewing case files. It also 
streamlines the current financial review process by amal- 
gamating several verification processes into one con- 
solidated approach. It uses third-party information 
sources to verify participant information, and it uses new 
automated tools to assist with managing the process. In 
terms of the automated tools that are used to support 
CVP, there are three automated tools. There’s the 
monitoring and tracking tool, which we call MAT, which 
tracks information on the status of case file reviews. 
There’s a numerically ordered ranking assessment, which 
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we call NORA, which ranks cases in priority sequence 
for review. 

I think this is really important in terms of a major 
change in the way the ministry did business. Previously 
with the review processes, it was time-based. Approxi- 
mately every two years a review was to be done. With 
the numerically ordered ranking assessment process, the 
reviews are done based on priorities, and those are 
priorities based on risks, for example, the number of 
times people move. The level of rental income is a factor 
in terms of contributing to risk around eligibility. 

We also have automated interfaces which allow for 
access to participants’ financial and asset information to 
third-party sources. Those are kind of the major com- 
ponents of CVP. 

CVP has been implemented, as the deputy has said, 
across the provincial offices. It has been implemented 
municipally in three pilot sites and is now being rolled 
out across the province. The intent is that by the spring of 
2000 we will have implemented CVP in all of our 
delivery sites, both provincially and municipally. 

In terms of the key components—and I think, Ms 
Martel, your question was around the activities that were 
involved—there was new technology that was developed, 
as well as new business processes. Andersen Consulting 
had been involved in developing both of those, as well as 
training staff in our regional and municipal offices in 
implementing this new verification process. 

Ms Martel: If I’m correct, Andersen has said that the 
cost to do that, the cost to them so far is about 
$14.3 million. Is that correct? 

Ms Szyptur: That’s the information they gave, and 
I’m sure it is. 

Ms Martel: So if Andersen’s costs to do this were 
$14.3 million, why would they have been paid up to 
$58.5 million so far? 

Mr Costante: Essentially, how the task orders work is 
that all of the components of the business transformation 
project are spelled out in task orders, which kind of 
chunk out the work. On some projects there are more 
benefits than costs. On other projects there are more costs 
and perhaps even no benefits. It’s just the way the entire 
contract works. You have to look at it as a whole. 

On this one here, it happens to be the case that there 
are more benefits than costs. On several of the other task 
orders that they have done, including the design, they’ve 
spent tens of millions of dollars so far and have received 
no benefit in respect of that. I believe at this point in the 
contract Andersen’s costs exceed the benefits that have 
been repaid to them. 

Ms Martel: But the overall agreement says the 
ministry is under no obligation to pay anything until all 
of the benefits in the pool are higher than the cost, and 
that’s never occurred yet. Correct? 

Mr Costante: The agreement does allow for us to 
make an early payment. 

Ms Martel: OK, but you’re under no obligation to pay 
Andersen’s costs as put in by them, not by anyone else. 
Andersen’s costs as totalled by them are $14.3 million. 
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(a) The Ministry was under no obligation to pay whatso- 
ever, and (b) they were paid $58.5 million, when the 
costs into the pool were some $14.3 million. Why a pay- 
ment at all, and why a payment that is so excessive over 
what their own costs were? 

Mr Costante: First of all, Andersen’s total costs have 
been $72 million as of July 31 and they’ve only been 
paid $55 million, so they have expended more costs than 
they’ve been paid. Second of all, as I explained last time, 
the rationale around the early payment was to reduce 
interest costs. Andersen is allowed to charge interest 
costs; the province is allowed to charge interest costs. 
Andersen’s cost of borrowing is higher than our cost of 
borrowing, and therefore it is of economic benefit to us 
not to have them charging a large amount of interest into 
the cost pool. 

Ms Martel: What are Andersen’s costs of borrowing 
based on? 

Mr Costante: I believe they’re based on prime, which 
I think is in the neighbourhood of 6.5%, and I think the 
most recent government borrowing cost is in the 5% 
range, so it is cheaper for us to borrow. 

Ms Martel: Do you get an actual billing statement 
from them which outlines their interest costs? 

Ms Szyptur: We have a letter from their bank 
informing us of their interest cost. 

Ms Martel: Is it over a quarterly period, annual? 

Ms Szyptur: We have a letter that talks about their 
borrowing rate being at prime. 

The Chair: That’s ten minutes right there. 

Mr John Hastings (Etobicoke North): Thank you 
for coming back in, folks. I have a few questions for you, 
Mr Costante, and you may want to refer some of these 
back. 

My concern focuses on before the Andersen Con- 
sulting contract was negotiated. I would like to have you 
report to this committee, probably in February, if pos- 
sible, what kind of historical critical problems amounted 
to in the ministry before. I know we have some of this 
material from the auditor in terms of the costs on the 
broad side, the costs on the loose eligibility criteria that 
seemed to be in place during the past 10 years. To me 
there’s always a story behind the story and I think it 
would be important for this committee to get some of that 
kind of data on a per case handling basis for family 
benefits and for general welfare allowance. 

When you provide those kinds of costs per unit, I'll 
leave it to you, but I suggest we need at least some 
comparative basis between 1985 and 1995, leading up to 
this situation we have today, in terms of the fraud issue, 
in terms of the over-eligibility criteria or the loose 
interpretation or application of that eligibility for both of 
those situations. 

Complicating that, I suspect, is the whole situation of 
Canada pension plan eligibility and how that came into 
play in some of these situations over those time frames. 

My aim here is to get a handle on this situation from a 
historical, critical path perspective, which I don’t have a 
firm sense of on a per case handling basis. You can do it 
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per social worker, you can do it per client, you can do it 
per 100,000. I’ll leave you that kind of flexibility, but we 
are getting all kinds of numbers here about the Andersen 
Consulting contract. 

I would like to know what, were the challenges facing 
Comsoc prior to your arrival? Some of these other folks 
were on this management team prior to your arrival. 
Those data should be available and when you provide it I 
would request specifically that where there are changes— 
if you’re going to use a graph or if you’re going to use, 
for the fraud example, the amount of fraud per family 
benefit case, can you put footnotes or asterisks that 
clearly define where there are variations? That’s what I 
would like to know. Those would be my specific 
questions. 

1100 

I have a further one I’d like to ask you in terms of the 
re-negotiation of this contract which you keep telling us 
is confidential, and I understand that, but surely you 
could tell us, what are the specific parameters you are 
involved in, in a general sense? Who is on your 
negotiating team? What is the outcome in terms of the 
time you’re expecting to get this thing completed? Will 
there be specific penalties, or the risk-reward thing the 
auditor uses, that we can see after you’ve negotiated the 
contract? 

My final question would be: Will you get access to the 
New Brunswick experience in terms of how they 
supposedly got a closer handle on their expenditures in 
this whole area? Remember, the amount of welfare costs 
went astronomically high in that time frame. I think we 
need to get some historical perspective on the record 
before we arrive at where we are with this Andersen 
Consulting thing. 

Mr Costante: I can try to answer some of your 
questions in broad strokes and come back later with 
written, detailed, year-by-year information, whatever we 
can provide. First of all, it’s fairly well known that the 
number of people on welfare and the cost of welfare 
massively ballooned between the mid-1980s and the 
early 1990s. The costs were around $1.5 billion in the 
late 1980s, and by 1994-95 we were over $6 billion. 
There was a large increase. 

It’s also not a secret that at that point there was a large 
number of clients coming on to the system. The staff, 
both at the provincial and municipal level, were 
struggling to cope with the influx of people. Given that 
large increase in demand, some of the checking was not 
always done as thoroughly as possible, nor did they have 
the types of tools that we now have as a result of the 
Andersen contract to deal with eligibility. Therefore, the 
amount of fraud, misrepresentation and error was high, 
and that error can be both client error and staff error. The 
amount of problems on the system, which we have been 
quite diligent in terms of trying to address, rapidly 
escalated during that period. 

We can come back to you and talk to you about what 
we have found over the last number of years in terms of 
our fraud investigations. It’s always quite difficult, and I 
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think many systems struggle with the level of fraud, 
because no one is going to stick their hand up and say, 
“I’m defrauding the system.” 

Major systems like ours, like the Canada pension plan, 
like unemployment insurance, I don’t think can give you 
an accurate forecast of the amount of fraud. We can often 
tell you what we’re finding through case reviews. It gives 
you a sense of that. The accuracy and the percentages 
that are thrown around vary from a couple of per cent 
right up to 20% and 30% and you see a fairly broad range 
of estimates. The best indication we can give you is what 
we’re actually finding. We will provide that information 
to the committee. 

In terms of our most recent discussions with Andersen 
Consulting, the negotiating team consists of myself, 
Bonnie Ewart who is here with me, and the chief 
administration officer for the ministry, Angela Forest. It’s 
hard for me to predict when we would conclude those 
discussions. We hope to do it as soon as possible. 
Negotiation discussions require both parties to agree. I 
don’t have firm control over that. Obviously we would 
like to get it done in the next couple of months. We want 
to get it done quickly and get it over with and move on 
with this project. 

The other issue you had asked about is what we are 
looking at doing. As I said last time, we are looking at 
reducing costs to the government for this. I should point 
out that as we reduce costs, the relative amount that the 
government gets from the benefits will increase, as our 
costs go up and as their costs come down relative to our 
cost. That is our prime objective, to make sure that we 
get a good deal in terms of this. 

Obviously, you get into a discussion or trade-offs on 
how far you can go and it’s a commercial deal. I don’t 
think I can say more than that. 

Mr Hastings: Do you have anybody from Manage- 
ment Board on your negotiating team in the renegoti- 
ations? 

Mr Costante: We do have a support team that assists 
us in terms of getting information and providing us with 
advice and we will have somebody from Management 
Board on that. 

The Chair: You’ve got one more minute left. 

Mr Hastings: I have a question for Mr Hession. He 
mentioned last week that he’s looked at this arrangement 
with Andersen Consulting and mentioned something like 
$300 million anticipated savings over the life of this 
project. What I’d like to know is, what specific method- 
ology or formula are you using to come up with that 
number if it isn’t coming out of policy changes? I believe 
you said last week it’s not also coming out of design 
benefit attribution. I’d like to know how you achieve that 
and is that a really firm figure or is it somewhat off on 
your percentage in terms of the outcome? 

Mr Ray Hession: | did cite the $300-million number 
as the forecast—I emphasize the word “forecast” —of 
benefits attributable to all the effects of all of the 
measures being taken by the project, and there are many, 
needless to say, two of which have been discussed more 
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specifically here this morning, the so-called early 
opportunities, but there are many others. 

At the end of the day, specific to Mr Hasting’s 
question, the effects take the form of more accurate 
amounts in the cheques written to persons who are 
deemed eligible—so the eligibility criteria are more 
rigorously enforced—on time to the nght person at the 
right place. Those are essentially the effects. 

Now, to get there, the causes, meaning the measures 
taken I’ve just spoken about, are modelled to show all of 
the relationship between the causes and the effects. In 
this model there are probably on the order of 300 to 400 
variables, so you can see the complexity of the exercise. 

Most profound in all of this is the analysis of risk that 
arises when you contemplate a cause and an effect. You 
say something’s going to happen in the future. Yes, but 
what’s the probability of it happening in the future? And 
you have to very judiciously assess that. That’s why I 
was putting so much emphasis at my first utterance on 
this last week. That risk analysis is profound. So at the 
end, I say the probable outcome, the expected outcome, 
the average of all the considerations, is a $300-million 
outcome. 

If you ask me, which I’m quite prepared to deal with, 
“What would you tell me, Mr Hession, if I said: ‘I want a 
higher sense of competence here. What’s the 80% 
probability or the 90% probability of an outcome?’” The 
size of the benefit, I will answer, is a smaller number. 
But I would tell you most profoundly, this is a robust 
business case. 

If you apply worst-case scenarios of a break-even, it’s 
less than 1% chance that this thing will get to the point of 
break-even, where your costs and your benefits are equal. 
That’s not an outcome anybody wants but it gives you a 
test of the robustness of the business case. I say the 
expected outcome is $300 million based on what we 
knew back then. I told you, forthrightly, that there are 
scheduled risks involved. There may or may not be 
slippage. Andersen may slip; the ministry may slip. That 
will affect the outcome. 

Also, significantly, is the size of the universe of 
eligible program constituents here. We already know 
that’s smaller because of the economic effects in Ontario. 
There’s some elasticity here, but the most important thing 
is that it’s intellectually complete as best we can humanly 
achieve. It’s auditable, and I again encourage that that 
occur. Take a hard look at what’s there. It’s transparent, 
so legislators can look at it and satisfy themselves that 
yes, they’ve thought about all of the things that matter 
here. It may transpire that there’s human error in there, 
although we don’t think so. It has been tested over and 
over. 
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The Chair: Thank you very much. | let that run on for 
about three or four minutes that I’ll take off the next time 
just to get the answer in. 

Mr Joseph Cordiano (York South-Weston): Let’s 
deal with the questions of what we knew back then and 
what we know now. One of the first questions I have is 
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with regard to the figure that was used by the deputy 
minister with respect to Andersen’s total cost. You 
pointed out that it was $72 million, not $14.3 million as 
we’ve indicated. As well, you’ve suggested that the 
government used its borrowing capacity at a much lower 
cost, 5% versus 6.5%. 

Can I ask you, did in fact Andersen borrow those 
funds from the bank? Did you get verification that there 
was any borrowing done, or have you borrowed money 
on their behalf thus far, which you can verify for us? 
What exactly has been borrowed? 

Ms Szyptur: In terms of the contract, the contract 
talks about interest going into the cost pool. The interest 
is based on the costs that are in the cost pool. It does not 
reflect any discussion of whether the costs have been 
actually borrowed or not. In the same way if I can talk 
about the ministry costs, there are interest costs that go in 
the cost pool. We have not gone to Management Board to 
actually borrow those funds, but there is still interest that 
is accruing. This is done to balance the risks and reward 
that both partners face in the contract. 

Mr Cordiano: I’m to understand, then, that no 
borrowing has taken place to date? 

Ms Szyptur: We don’t know that. 

Mr Cordiano: You can’t verify that. You know for a 
certainty, however, that Andersen’s total cost is $72 
million, but you don’t know if there has been any 
borrowing taking place. 

Mr Patten: Not costs, that’s their billings. 

Mr Cordiano: I’m going to get to that, but I just want 
a response to the borrowing question. 

Mr Costante: The firm could potentially borrow 
internally. It is charging us at its established rates for the 
individuals who are on the project. Those costs and what 
they have incurred add up to $72 million. We have paid 
them from the earlier opportunities, I believe it was 
$55 million up till the end of July. They are then entitled 
under the contract to charge interest for the difference 
between those two numbers at their borrowing costs, 
which we understand are prime. 

Similarly, the ministry has incurred costs. We have got 
some savings. We have a gap between what we have 
incurred and what we have been reimbursed for. We are 
entitled to charge interest into that. Whether they actually 
had to go to the market to get it, that is an internal 
bookkeeping matter for the firm. They have thousands of 
partners. They could be borrowing from that. I think you 
would actually have to ask that question of the firm. 

Mr Cordiano: That’s not really the question. You’re 
stating categorically that the costs for Andersen amount 
to $72 million. The auditor has indicated that the costs 
are actually $14 million. There’s a statement in his report 
that suggests that, to date, as of July 1999, if I’m not 
mistaken— 

Mr Costante: I think you should check with the 
auditor on that. I think the auditor would acknowledge 
that they have billed us for $72 million. 

Mr Cordiano: Let’s ask the auditor the cost to the 
point of July 1999 for the early verification project. 
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Mr Erik Peters: Chair, maybe I can help out. If you 
go to page 8 of our report, this is the minister’s infor- 
mation, and the deputy is quite right, $72.655 million is 
the total project cost charged to the project by Andersen 
Consulting at that particular time. What we were relating 
the $14 million to was—this is the overall project—the 
individual task orders. It is the early opportunities initia- 
tive task order that had incurred costs of $14.3 million, 
which is included. That’s at their charge-out rate, though. 
In other words, $14.3 million is included in that $72.655 
million. 

Mr Cordiano: Right. Then the question is, is the 
$72 million at Andersen’s charge-out rate entirely? 

Mr Costante: That’s correct. 

Mr Cordiano: So the early opportunities project, the 
verification process, they billed $14.3 million— 
thereabouts—for that work that was done. I’m sorry. 
They billed $55 million, and their cost was $14 million. 

Mr Costante: No, I think you have your numbers 
wrong. The costs for the consolidated verification 
process were $14.4 million. 

Mr Cordiano: Right. 

Mr Costante: The amount they received in terms of 
savings was $35.7 million. The 55 number that you’re 
talking about is the overall, and that $55 million relates to 
the $72 million. If you want to break it down just to the 
consolidated verification, the correct numbers are $14.4 
million in costs and $35.7 million in savings. Those are 
the numbers | have. 

Mr Cordiano: They were paid, totally, $72 million. 
But for the early verification project, or that part of the 
work, they were paid, to that point, $55 million. 

Mr Peters: Sorry, Chair, if I may. What is happening 
is, there was a $66.7-million benefit identified to the so- 
called early opportunities initiative, and of that benefit 
they received $55.3 million and the ministry retained 
$11.5 million. But on the early opportunities initiative, 
which was allocated these benefits, the actual billed costs 
at their rate for Andersen was $14.3 million. 

Mr Cordiano: In other words, their true cost for that 
work was $14 million? 

Mr Peters: Yes. 

Mr Cordiano: That’s what I’m saying and saying it 
over again. I guess you can look at it from a number of 
different points of view. Again, it relates back to the 
question of, if they had to put out this amount of money, 
$14 million in costs, presumably—I don’t know if this 
relates back to the borrowing function as well. Did they 
borrow for those costs and therefore they’re billing for 
that borrowing? You had to borrow what you say you’re 
accumulating in terms of savings. There’s an interest 
charge for that. All of this equates back to the $72 
million that is their billing rate. I’m trying to figure out 
what makes up those figures. 

Mr Costante: I’ll try to clarify the figures. So far, 
there has been, to the end of July, $66.8 million of 
savings. Those are comprised of $31.1 million from the 
change reporting early opportunities, and the other 
amount, $35.7 million in savings, is from the consoli- 
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dated verification process, for a total of $66.8 million. 
Those savings were shared proportional to our costs. 
Andersen Consulting received, of that $66.8 million, 
$55.3 million, and the ministry received $11.5 million. 

Mr Cordiano: Right, not between them. 

Mr Costante: If I can further clarify, then. I had 
acknowledged earlier with Ms Martel that in the consoli- 
dated verification process Andersen’s costs were $14.4 
million, and they would have received their proportion of 
the $35.7 million in savings. 

I should also point out that in terms of doing the 
design of the system, Andersen has incurred $32.2 mil- 
lion in costs and has received nothing in terms of benefits 
for that particular thing. That’s why I was making the 
point earlier that you have to look at the costs and 
savings in a holistic manner and not task order by task 
order, because in some of them there are going to be 
more savings than costs and in some of them there are 
going to be more costs than savings. The project has to 
be looked at in totality. 
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Mr Cordiano: Let’s look at the early opportunities 
project. There was obviously that cost for Andersen. 
However, it was identified on the business transformation 
project schedule that it would be finally completed, 
released to rollout—this is what I have in terms of the 
schedule—by January 2002. In the original estimates of 
the project, there was supposed to be an enhancement 
made right at the very beginning for this verification 
process to work. 

So we’re getting conflicting information here with 
respect to completion of the project at January 2002, and 
yet the CVP is being done here and costed by Andersen 
as you go along. The project is not complete, it’s not 
working in its totality, so what is in fact taking place? 

The question that this begs is: Has the ministry done 
the bulk of the work in the verification in the early part of 
it and Andersen is receiving the benefit for that? It goes 
back to the question of the mixing of the benefit pool. 

Mr Costante: Let me speak about the notion behind 
early opportunities. The notion behind early opportunities 
is similar to any very large project of this nature being 
done. Essentially all, or most—I can’t make that broad a 
statement—try to get early wins to try to start showing 
momentum both for staff and clients. That is the notion 
behind early opportunities, that we start making changes 
early, get some savings, show some momentum, show 
some movement. That was the notion. 

It was also understood that we would get savings from 
that. The early opportunities themselves, consolidated 
verification being a good example, is a process and a set 
of tools that is going to be built in to the final product 
that is developed by January 2002. It’s not something 
that we’re doing and just throwing away. It’s an integral 
part of the final solution. 

Mr Cordiano: But this was work that the ministry 
was supposed to have undertaken, was undertaking, and 
in fact the benefits that accrued as a result of the 
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consultants, Andersen, are not realizable independently 
of what the ministry’s work has shown. 

The claim that’s being made here is that the benefits 
are accruing largely as a result of the work that’s been 
undertaken by the ministry, having very little to do with 
the work undertaken by the verification project, and yet 
Andersen has been able to bill at its bill-out rate to the 
fullest. 

Mr Costante: I disagree with the contention. The 
principle behind these—and I think we have gone 
through a fairly rigorous examination of metrics—is that 
we do not charge into the pool for things that were going 
on previously. This is the concept that what they have 
provided us has resulted in incremental benefit and they 
only get paid out on that incremental benefit. 

We did have a verification process in place prior to 
this. We established that. What we are getting there is our 
benchmark. The savings that we’re being credited here 
are over and above that and are as a result of this joint 
work that we’re doing. I think we can show that, and 
when the auditor comes back in I am positive, after 
today’s discussion, he will look at that and I’m confident 
he will say it’s there. 

Mr Cordiano: That is the problem. The main problem 
is that the auditor does not agree with what you’re 
suggesting. 

Mr Costante: Frankly, the auditor has not been back 
in to have a look at our case. This is an interim report. He 
has to come back. He has said he’s coming back. He will 
look at it and then I think he will be able to give you 
better confidence. We think we’ve done it. We think 
we’ve gone through a rigorous process that’s auditable 
and we look forward to proving our case. 

The Chair: Thank you very much. The Liberal caucus 
has five minutes left. I let that go on because there was 
discussion going on. You’ve got 10 minutes, Ms Martel. 

Ms Martel: I would like to verify, just so I’m clear. 
You’re saying to us that the automated tool, MAT, was 
solely developed by Andersen? 

Mr Costante: I’m going to ask Ann to answer. 

Ms Martel: Sure, whoever. MAT was 
developed by Andersen? 

Ms Szyptur: The technology was developed by 
Andersen Consulting. The ministry, as with any large 
information technology, was involved in terms of 
validating and providing input in terms of the user 
requirement to ensure that the business requirements are 
fully understood by the consultants. 

Ms Martel: And NORA? 

Ms Szyptur: The same. 

Ms Martel: The third-party interfaces that you spoke 
about as the third prong in this project, were those 
developed solely by Andersen? 

Ms Szyptur: The same response that the technology 
was built by Andersen Consulting— 

The Chair: I’m sorry, could you speak up. We can’t 
hear you. 

Ms Szyptur: I apologize; we only have one micro- 
phone. 


solely 
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The technology was built by Andersen Consulting. 
The ministry has been involved in terms of providing 
input and validating the user requirement. 

Ms Martel: Let me go back to the interest. You’re 
paying Andersen 6.5% at this point. On interest charges? 
That’s correct? 

Mr Costante: | believe they’re allowed to charge in, 
or their practice has been to charge in at prime and | 
think most recently that’s been at 6.5%. I assume it varies 
with prime. 

Ms Martel: But you’re not sure what they’ve 
borrowed to date for the purpose of the project? 

Mr Costante: That would be an internal matter 
whether they borrowed it from within the firm or a bank 
or they had surplus cash that they could use to do it. They 
were incurring this thing. It was allowed under the 
contract and that’s being provided. Similarly, the 
ministry hasn’t had to borrow for that; the money was 
budgeted. We are also allowed to charge in interest the 
difference between what our costs have been and what 
we’ve been reimbursed by the efforts of the project. 

Ms Martel: So we have no idea what amount they 
may have borrowed, if they’ve borrowed, from a bank to 
pay for this project. We have no idea what that might be. 

Mr Costante: That’s correct. 

Ms Martel: I don’t understand why we’re paying this. 
Am I missing something? Why would we be paying 
Andersen interest charges on money we don’t even know 
where they’re borrowing from or if the money they’re 
borrowing is for this project? 

Mr Costante: It’s the difference between what they 
have billed us, according to their rates, and what they 
have spent and what they have been reimbursed. There is 
a gap there. Whether they have had to borrow it from a 
bank or whether they had to take that from surplus, there 
is an implied cost of that amount of cash. I don’t 
understand your question. 

Ms Martel: Wouldn’t the interest rate vary depending 
on the amount of money they have borrowed for this 
project? 

Mr Costante: The amount which we’re paying 
interest on is the gap between what they’ve been paid and 
the costs they have incurred. That is the normal notion 
around interest. 

Mr Cordiano: | don’t understand that. 

Ms Martel: I don’t either. I will leave that for the 
auditor after. 

The Chair: The auditor might want to make a 
comment. 

Mr Peters: Only if you want me to. 

Mr Cordiano: Sure. 

Mr Peters: What we were referring to is that when we 
looked at, for example, the New Brunswick contract, 
Andersen Consulting had to bring to the government a 
statement from the bank showing both the amount they 
had to borrow and the rate at which they were to borrow. 
What we are hearing now is that in this particular case in 
this province Andersen only has to bring a letter stating 
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the rate at which they’re borrowing but not necessarily 
the amount to which that rate applies. 

Ms Martel: Does that make sense to you? 

Mr Peters: No, I would prefer the New Brunswick 
solution. 

Ms Martel: Let me ask about your negotiations. Have 
these negotiations been triggered because of the fact that 
we know Andersen has to have at least another year to 
complete this project so that it’s going now from four to 
five? Is that what the trigger was for the negotiations that 
are about to occur? 

Mr Costante: No. I’m not sure what the exact trigger 
was. Certainly there was a statement last year by Minister 
Ecker that there would be discussions around getting 
rates and costs down. That was put on hold pending the 
final design. That design was completed in August. 
Andersen Consulting did table with us a proposal back in 
September and we’ve had some discussions since then 
which are ongoing. 

Ms Martel: Minister Ecker’s commitment on 
November 4 in the House was that the billable rates 
would be negotiated. In fact, she said they were being 
negotiated at that point. We are here almost a year later 
to the day when you folks were last before us and we are 
finding out now that nothing occurred in that whole 
entire year. I cannot understand that. 

Mr Costante: I disagree that nothing occurred. What 
was decided at that point, as I understand it, was that the 
third-party reviewer was coming in. Discussions were put 
on hold at that point. Discussions were further delayed 
until the detailed design was done, so we would know 
what the ultimate system looked like. 

In that period of time—and I think this is information 
we provided to the committee—the average hourly rate 
for Andersen Consulting, through the mix of staff they 
have on, has been declining and is forecast to continue to 
decline. We have gone to the table to talk about getting 
costs down. 
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Ms Martel: Deputy, I don’t see what difference it 
made, one way or the other, if the project design was 
underway or not. The fact was very clear to all members 
of this committee, and your own minister at that time 
said, that the rates Andersen was billing were unaccept- 
able. She said in the House that negotiations were 
underway. 

I don’t understand what the design work has to do 
with this. The issue is what they’re billing, and that has 
not been dealt with for an entire year. 

Mr Costante: It’s in the process of being dealt with, 
and the costs, as we’ve shown, have been declining, as 
the third-party reviewer has shown. 

Ms Martel: No, Deputy. What we have are rates that 
are still 63% higher than Andersen’s original cost 
estimate when they came to bid on this project in 1995. Is 
that correct? 


Mr Costante: Yes, it is. 
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Ms Martel: So there’s been no change in terms of the 
grossly inflated rates they are billing this ministry for this 
project. 

Mr Costante: There is a difference between rates and 
actual costs, because the rates—some of the people they 
have are not charged at the top of the range and are 
charged at lower rates. I repeat, we’ve been seeing those 
costs go down. 

Ms Martel: Deputy, would you agree their rates, 
billed today, are 63% higher than they estimated they 
would bill when they came to ask for this contract in 
1995? 

Mr Costante: I have confirmed that already. 

Ms Martel: This leads to the negotiations. You have 
said to this committee that you really can’t divulge too 
much. But we are not talking about a request for 
proposals; we’re talking about a vendor that’s already in 
place, and we’re talking about serious, serious financial 
problems that the auditor has noted. So I think we are 
entitled to ask questions about the parameters of the 
negotiations that are a little more detailed than you have 
been prepared to give. 

For example, I would like to know: In your negoti- 
ations, are you going to negotiate Andersen back down to 
the billing rates they put forward in their own RFP in 
1995, their rates? 

Mr Costante: Ms Martel, I can’t possibly answer that. 
A negotiation is a negotiation. There are two sides. We 
have a position or positions; obviously, they will have. 
Again, I don’t intend, nor do I think it is prudent for me, 
to discuss my negotiating positions in public. I think that 
does the government and the taxpayer a disservice. 

Ms Martel: I think the contract in place is already 
doing the taxpayer a hell of a disservice, and the problem 
this committee has is that we are here a year later with 
many of the same problems the auditor identified in 1998 
and clearly no change in some of the major problems. We 
are concerned that you will go off and have some more 
negotiations and we will be stuck with a contract that is 
as ridiculous as the one we are currently examining. 

Surely you can give us some indication, for example, 
as to whether the maximum rate they are allowed to bill 
at under the contract, which is $180 million or the 
maximum rate they can receive, is one you are going to 
try to ratchet down. Again, in their early estimates to you, 
their maximum cost was in the order of $50 million to 
$70 million, not $180 million. 

Mr Costante: Let me clarify the $50 million to 
$70 million. The $50 million to $70 million was never an 
estimate by Andersen Consulting of the cost for this 
project. They were not allowed to come in and look at 
what the costs would be. As well, at that point we were 
looking for a partner. The legislation had not been tabled. 
We were looking for a partner to develop a solution with. 
The $50 million to $70 million was based on their 
experience, what they thought a ballpark amount would 
be. When they got in and with the increase in rates, the 
amount is higher. To say that $50 million to $70 
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million—as has been repeated, this is not a traditional 
procurement process. 

The Chair: Thank you very much. The 10 minutes 
have expired. Mr Maves. 

Mr Bart Maves (Niagara Falls): I actually want to 
continue with some of Ms Martel’s line of questioning. I 
think I?ll address my question to you, Mr Hession, 
because I know we talked last time about your great deal 
of experience in contracts and procurement, particularly 
in this type of industry. 

I think everyone agrees that one of the obvious flaws 
of this contract was not having a very good handle and 
control on rates. Ms Martel just talked about going back 
to a 1995 rate. When you have a project like this that is 
over a long period of time, in an industry like this one, 
where I imagine there’s the Y2K and probably a great 
deal of business out there right now and over the past five 
years for these types of firms and this type of work—I 
think the layman would say an inflation rate of 3% is 
normal over a period of time. This obviously goes way 
beyond a 3% increase and just inflation, and 63% is 
obviously high. I think everyone in the room believes 
that. Can you give some idea of a fair or expected rate of 
increase over that period of time? 

Mr Hession: Yes, Mr Chair. First, let me say that 
Andersen’s rates are high. That statement is certainly 
obvious to everybody in this room and to anyone 
observing this transaction. They’re high because I 
perceive they’re deploying on this project a certain 
quality of personnel to achieve the project’s aim. Those 
persons do command the kind of fees we are seeing 
applied here. The shock was the differentiation between 
the rates in the original proposal versus those that arose 
in September 1997. Why that happened is a question I 
don’t hear being asked. I would like to try to offer an 
explanation for that. 

It’s important to understand that the margin of 
profitability in consultants’ rates in this industry is 
. primarily found in the range of 25 to 35%. The lower end 
of that range is typically found when the nature of the 
project is heavily focused on hardware and software; that 
is, the provision of commodities of that sort. The higher 
end of the range arises when the proportion of effort is in 
professional services. That happens to be the case here. 

I postulate that, back in 1995-96, when the proposal 
activity was active and when Andersen, like other 
bidders, were assessing their risk, they thought a normal 
margin of profitability here, and hence the fees they 
proposed, would be in the order of 35%. I postulate that 
that’s about what they bid. I know something about 
competitive rates. I know the rates in other companies 
with whom I’ve done business over the years, including 
my own, and that’s about night. 

Why, then, did the rates suddenly jump so dramatic- 
ally, causing legislators and officials to be alarmed? I 
believe the answer is found in the assessment of risk. If, 
as a commercial enterprise, you’re facing the appear- 
ances of, first, a cap—the $180-million cap—and a pro- 
tracted process to get from where you are acknowledged 
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to be, a difficult problem to be solved—as I think Mr 
Hastings pointed out in his earlier commentary—to the 
point where five years later, or four years later in the 
context of the original contract, you have a deliverable 
that will yield to you, the commercial partner, a normal 
margin, back to my 35%. 

Again, my assessment, which was based on a lot of 
interviews and detailed analysis of data, would lead me, 
if I were faced with that commercial proposition, to say, 
“My margins are too low. The risk is far higher than I 
anticipated from the get-go,” which was at the point of 
the niceties of a request for a proposal and meeting with 
my potential partner and assessing the relationship and so 
on. Now, I’m faced with the stark reality of the moment. 
The stark reality of the moment said there’s delay, and 
there was a delay right from the get-go on this project, 
caused by, among other factors, an unready public sector 
partner, caused by—at that time, history will show—a 
great deal of legislative change, the effect of which was 
to alter the definition of the outcome, which itself was 
not that well defined at that stage, but still sitting there 
with that $180-million cap. 
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In normal commercial decision-making, the company 
said, “We have the facility inside the contract to mitigate 
our risk. The way to do that is to increase our fees, the 
effect of which is to increase our margin.” In the 
capitalist society in which we live, margin is the principal 
measure of risk. So I say to you, what we’re witnessing 
here is a company that is essentially banking risk in 
anticipation of more delay, more risk to them associated 
with the changes that appeared to be arising at that point, 
moving to different programming, different arrangements 
in the area of public policy, over which they have no 
control. 

That, in my mind, explains what happened. The order 
of magnitude is really your question. I have to say that 
probably today the margins cumulatively in that contract 
are well above 35%. So then I say, what is the probability 
of this company delivering this product within the $180- 
million cap? I say it’s low. So they’re going to run up 
against the cap, and the only defence they have at that 
stage is to begin to eat into the accumulated margin that’s 
now on the table, to bring it back to, hopefully, a normal 
margin. I then say that if in their minds, commercially, 
they can’t get that normal margin and they see no fault in 
their execution of this contract, then there’s going to be a 
tough decision for the ministry and the government to 
make. Andersen’s going to say, “Just a minute. We’ve 
done our job to the best of our ability. Yes, our rates are 
high. Yes, we’ve tried to manage risk,” in the manner 
that I’ve described. “What would you do?” You certainly 
wouldn’t do anything suicidal in a commercial context. 

I would say that this whole rate issue has to do with 
risk. I would say that risk, in terms of levers, is largely in 
the hands of the government first, the ministry second, 
and the Legislature itself. This ministry, in my opinion, at 
this stage in this project needs support to deliver the 
promised benefits of this project. What it doesn’t need is 
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a lot of public airing of what everyone has acknowledged 
is an appearance of overly high rates. The real issue, | 
say, from a public policy point of view is, what are the 
costs and what are the benefits? If the benefits well 
exceed the cost, surely that smacks of good public policy. 

Mr Maves: One of the points that I was getting at 
with my question was, if you took someone’s rates in this 
industry in 1995 and looked at them now in 1999, all 
those factors of this particular contract aside, what kind 
of increases have there been for rates in this industry over 
the past five years? 

Mr Hession: They’ve been significant. The Y2K 
pressure that you spoke about is quite real. I was 
personally involved in organizing the federal and Ontario 
governments’ Y2K contract arrangements. The truth of it 
is, there is a dearth of skilled people in this marketplace. 

It’s notable, for example, that the highest-paid official 
in the Ontario public service today is the chief infor- 
mation officer: paid more than deputy ministers. That’s 
indicative of a problem in the marketplace. It’s indicative 
too that we’re importing people, and have been for the 
better part of 18 months or so, from the Indian 
subcontinent and that part of the world to help us with 
Y2K issues. It’s also indicative, those of us who do it 
from the sidelines, watching the effects of the wealth 
creation in the stock market. In this industry particularly, 
that drives valuations of people as well. So, yes, there’s a 
lot of pressure. 

But having said all of that—and Andersen’s rates are 
high; that’s true. They’re in the top quartile of the distri- 
bution of rates, in my opinion, in today’s marketplace. 
The question you have to ask is, are you getting value for 
that money? I say, in this project, yes, you are. 

The Chair: We have five minutes for Mr Cordiano. 


Mr Cordiano: All of us in this Legislature would like: 


to say, “Yes, we’re getting value for money.” That’s why 
we’re here, to be convinced, but we’re a long way away 
from being convinced of that on this side, at least in our 
party, that this is a contract that makes any kind of sense. 
It appears to be open-ended in terms of costs. I can 
guarantee you that there have been other colossal failures 
in government before with respect to working with the 
private sector. This appears to be right on track for that. 

Let’s look at the cap, for example. By your estimates, 
Mr Hession, if you take your 35% profit margin and 
apply that to the cap for Andersen, that would imply that 
of the $180 million, the cost for Andersen should be 
about—sorry, the cap is $180 million? 

Mr Hession: Yes. 

Mr Cordiano: Given your figure of 35% for a profit 
margin, that would leave $117 million for costs. What I 
see here is that Andersen has already billed $72 million 
to date, yet there are, what, a couple of more years to go, 
three, four? How many years to go before this runs out? 

Mr Hession: Two more years. 

Mr Cordiano: Can you estimate then, or take a 
guess? Do you have any idea what the actual cost is 
going to be for this project? Do you have an end figure at 
the end of all this? Do you have any sense of that? 
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Mr Hession: First, on what I think is the simple point 
you’re making, the $70-odd million versus the $117 
million, that $70-odd million includes their margin. 
That’s not pure cost. That includes their margin. I’ve 
already acknowledged that in my opinion the margin 
today is not the margin that was in the original proposal. 
It’s a higher margin. 

Mr Cordiano: Higher than 35%, is what you’re 
saying? 

Mr Hession: The 35% is what I believe to have been 
the margin in the price that was their original bid price. 

Mr Cordiano: The original bid price. 

Mr Hession: Yes. 

Mr Cordiano: And now we’re 63% over that. 

Mr Hession: Yes, it’s a higher margin. 

Mr Cordiano: Wow. 

Mr Hession: Again, not to get too philosophical on it, 
the reason for the higher margin is that there is a deemed 
higher risk. So the company appears to be banking 
margin in order to mitigate risk, and the risk they see is 
the risk they’ve seen: There has been profound evidence 
of schedule slippage here. 

Mr Cordiano: So that profit margin in proportion 
would have to be increased by some 63% or thereabouts, 
and that may not be an accurate figure either because 
we’re applying it to profit margins. What you’re telling 
me in effect is that if I took a ballpark estimate, their 
profit margin on this is—let’s just be conservative and 
say well in excess of 50%. 

Mr Hession: It’s high, and it’s higher than 35%. I 
perceive it’s going to run up against the cap, at which 
point, again from a risk management standpoint, Ander- 
sen is going to see its margin begin to erode as you go 
past the $180 million so that you can’t charge any more 
costs. 

Mr Cordiano: | understand that, except that with any 
project in the private sector, the upfront costs and the 
start-up costs are the greatest, so their costs for this pro- 


ject will be coming down. Their risk will be reduced over 


time as they’ve ascended that learning curve. Everything 
I’ve ever been taught about economics and business prac- 
tices, any business model you would like to use, would 
indicate that, that in fact start-up costs are the greatest. So 
what you’re telling me just doesn’t add up in the sense 
that the risks involved with this project have already been 
borne by the government. 

Andersen has looked after itself by increasing its 
margin right at the very beginning. You’re saying they’re 
banking all of that. What I’m saying to you is that those 
margins, as indicated by my colleague Ms Martel, the 
rate has to be renegotiated and ratcheted down. That’s 
what we’re suggesting, because it’s quite extraordinary in 
terms of a profit margin for this type of work, well over 
50%. This may be unique, unprecedented, but by the 
same token, anything you could see out there in the 
private sector doesn’t begin to compare to this. 

1150 

Mr Hession: I respect very much your point. There is 

something, though, that is critical to understanding risk 
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today. This company has signed a deal that has a cap. It 
has little or no control over the two most significant risk 
factors to the success of this project: schedule slippage 
and the diminution in the size of the caseload. It has no 
control over that. 

So while I agree with you theoretically that the start- 
up costs typically are higher than the downstream costs 
as you come down the learning curve, in this case that’s 
not true. In this case, the two most significant risk issues 
are not controlled by the contractor, they’re controlled by 
the ministry. 

Will the ministry provide the resources necessary for 
the contractor to perform the work? In the past, that 
hasn’t happened. There has been slippage. So if you’re 
the contractor, you’re going to defend yourself against 
that future prospect. 

Mr Cordiano: On the other hand, the ministry does 
have control over that schedule along with the consultant. 
I would say that the consultant has all the control in terms 
of that schedule with respect to the project, developing 
the technology. It’s in the hands of the consultant. It’s not 
in the hands of the ministry. The bulk of the work that 
would have been provided for by the ministry has been 
completed in terms of verification and eligibility. 

Mr Hession: That’s simply not true and the risks are 
higher in the future than they have been in the past. 
We’ve got to build this system, we’ve got to roll it out, 
we’ve got to ramp it up. There are 47 municipalities, 
there are 7,000 public servants involved. This is a huge 
undertaking involving very significant public sector 
schedule risk. That’s the truth of it. I think they’re 
defending themselves. 

The Chair: We’ll just have to leave it at that. Mr 
Peters, you wanted to make one final comment? 

Mr Peters: Yes, two very quick ones. The Deputy 
Minister has rightfully challenged my office to come in 
and do an audit. 

Mr Costante: You don’t have to take me up on that, if 
you choose not to. 

Mr Peters: I would like to put you on notice too that 
when we reported in 1996, the ministry told us and told 
this committee—the report is before this committee— 
that the ministry has already introduced—and recently, 
March, 1996—and fully implemented a process to 
monitor all ministry policies and procedures, including 
the enhanced verification process. 

So one of the things, based on the comments, that we 
will be looking for is how much of this was already done 
and how much is actually attributable to Andersen, 
because the attribution to Andersen is where we have the 
main problem. 

Secondly, talking about that attribution, and I hear Mr 
Hession’s comments about risk, these rates that were 
charged, that we are comparing with at 63%, were 
charged with the September 1998 risks, at which point 
the slippage that was supposed to be the replacement of 
the system was supposed to be rolled out in July 1999. In 
other words, since those rates, you’re quite right, are 
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predicated on risk, they were probably high because there 
was a high risk that they would not be. 

Now we are renegotiating and the rollout of CIMS is 
now scheduled for January 2002. Are you telling us 
effectively—or, putting it this way, I would urge you to 
include in the re-negotiation that there must be somewhat 
of a reduction of the slippage risk, if you give yourself 
two and a half years more to complete something that 
you said you would complete in July 1999, and you are 
now saying you do in 2002. I would strengthen your 
resolve in that area. 

The Chair: Mr Costante, you’ve got the final word. 

Mr Costante: Just in response to the auditor’s final 
comment, I think that is the piece that we are going into 
these discussions with. We are saying to our partner, 
Anderson Consulting, that we have taken a number of 
steps in the last year to reduce that risk and therefore we 
think we can get a lowering of their costs based on being 
able to demonstrate that we’re serious about delivering 
and keeping on schedule and that’s what we hope to do. 
We welcome the auditor coming back and I thank you for 
your questions here today. 

The Chair: Thank you for attending here today. Just 
to the committee, if I could just have a moment, since it’s 
not quite 12 o’clock yet, if I could just have the attention 
of the committee members, it looks as if we may be 
getting some time in February. It may be the two weeks 
we requested, or something less than that. Do I take it 
that the committee is then interested in finalizing this 
matter in one session, and also the other five issues that 
were identified earlier: the Family Responsibility Office, 
the office of the public guardian and trustee, provincial 
personal income tax revenue and related credit and 
reductions, Cancer Care Ontario and the provincial high- 
way maintenance situation? So we would schedule one of 
these topics for each day, together with the finalization of 
this matter. Is that the sort of thing we can agree on? 

Mrs Julia Munro (York North): I’m not sure, given 
what we’ve just heard in terms of negotiation and the 
invitation and the acceptance of the invitation by the 
auditor, that at this point we would be able to hear 
anything further on this topic. 

The Chair: No, I don’t think the idea is to hear 
anything further from them. You may recall that the 
auditor had some recommendations to make and we may 
want to discuss that with the committee during the 
intersession hearings. 

Ms Marilyn Mushinski (Scarborough Centre): This 
is in February before we come back. 

The Chair: It’s not expected they’re going to be there. 

Mr Maves: You want to bring back the auditor’s 
recommendations? 

The Chair: Bring back the auditor’s recommenda- 
tions at one of those sessions that we may have, and the 
other five sessions we would be dealing with the five 
topics that were identified earlier. 

Mr Maves: There may be a problem in that some of 
those recommendations may need to be brought forward 
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today so that they can be sent over to the ministry as they 
go through the negotiations. 

The Chair: That’s what I was hoping to do earlier but 
time is pressing. 

Mr Maves: I think we all heard them. I don’t have a 
problem with them. I don’t think my colleagues did. We 
talked about them. Can I move that we accept those 
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recommendations and have them forwarded to the 
ministry? 

The Chair: Is that agreed? Carried by everybody? 
Agreed. 

Thank you. Meeting adjourned. 


The committee adjourned at 1156. 
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The committee met at 1045 in committee room 1. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 


FAMILY RESPONSIBILITY OFFICE 


The Chair (Mr John Gerretsen): I’d like to call this 
meeting to order to deal with section 3.01 of the 1999 
annual report of the Provincial Auditor, specifically the 
Family Responsibility Office. I will allow 20 minutes for 
a presentation by the ministry, and then what I propose to 
do is go on a 20-minute rotation between the caucuses. 

We have scheduled a continuation of this meeting at 
1:30 as well, in case we’re not finished by 12 o’clock. 
Hopefully at the end of the day, the committee will have 
some recommendations to make to the researcher that he 
can work on over the next little while. 

If you would like to identify yourself for the purpose 
of Hansard, please, and then we look forward to your 
presentation. Good morning. 

Ms Andromache Karakatsanis: Good morning. I’m 
Andromache Karakatsanis and I’m the Deputy Attorney 
General. With me this morning is Angela Longo. She had 
been the assistant deputy minister responsible for the 
Family Responsibility Office until very recently. She has 
gone on to take on new challenges, but has agreed to 
assist me until a permanent replacement is found. Dave 
Costen, on my left, is the legal director of the Family 
Responsibility Office. 

I appreciate the opportunity to discuss with the com- 
mittee the auditor’s comments on the Family Responsi- 
bility Office and the ministry’s response. I know all 
members of the committee share the Family Responsibil- 
ity Office’s goal of getting to Ontario children and 
families the money which they are entitled to. 

The ministry and FRO welcome the auditor’s input 
and advice on how we can better meet the objective of 
getting parents to meet their responsibilities. We appre- 
ciate the auditor’s recognition that FRO does a good job 
of registering cases, processing payments and disbursing 
funds, once received, and we agree with the auditor that 
there are opportunities to take more timely and aggres- 
sive enforcement actions. 

It is important to bear in mind that the auditor’s report 
presents a snapshot of the organization in late 1998 and 
early 1999. Much has been accomplished since then, 
although we fully acknowledge there is more to be done. 


As background for our discussion today, I would like 
to sketch the larger context within which FRO operates 
and outline our progress in meeting those challenges. 

The Family Responsibility Office plays an integral 
role in the family justice system. It enforces court orders 
for support, as well as support agreements filed with the 
court. Its mission is to strive to ensure justice for children 
and spouses by enforcing support obligations aggressive- 
ly. The payment of support, of course, directly affects the 
well-being of children. That is why the government has 
chosen to intercede in this field. 

It is important for all of us to recognize that we are 
dealing with families in crisis and individuals undergoing 
extremely difficult transitions in their lives. As the 
Provincial Auditor noted, approximately 1,400 new cases 
on average are registered with FRO every month. This 
caseload is the product of marriage and relationship 
breakdown in our society. 

Family support is not an ordinary debt like, for 
example, a financial transaction between willing parties, 
in that it is an emotionally charged obligation that the 
parties often find hard to address in a dispassionate way. 
Many, if not most, of the cases that come to FRO are the 
result of unsuccessful attempts to reach agreement on 
support issues. People are free to make and maintain their 
own support arrangements, and many do so. Where they 
can’t, the case falls within the ambit of the court system 
and the formal enforcement system of the Family 
Responsibility Office. The reality is that in many of the 
cases FRO handles, a degree of mistrust exists between 
the parties. In a small minority of cases, this mistrust 
hardens into a determination to avoid payment, no matter 
what, creating an extremely difficult societal challenge. 

Default on support payments is a problem, of course, 
that is not unique to Ontario. It is a problem in virtually 
every jurisdiction in North America. In Ontario, we have 
built one of the most aggressive support enforcement 
programs in Canada, and we are constantly making 
improvements. At FRO, the top priority is enforcement. 
The goal is to get more money to children and families 
faster than ever before. Let me respond to the auditor’s 
comments about FRO’s enforcement activities by out- 
lining recent progress. 

The auditor observed that the amounts collected and 
disbursed by FRO had increased substantially since his 
last audit five years earlier. These positive results con- 
tinue. For the current fiscal year, FRO expects to collect 
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and disburse about $532 million. This represents a 45% 
increase from the amount collected and disbursed five 
years ago. That’s 45% more money in the hands of the 
women and children who need it. That 45% increase is 
well beyond FRO’s caseload growth, a 27.5% increase 
over the same period of time. 


This trend demonstrates that FRO is succeeding. It 
tells us very clearly that we’re on the right track to 
getting more money to children and families. Further- 
more, despite the increase in caseload, total arrears have 
not grown over the last two years. 


You may be under the impression that arrears of over 
$100,000 are commonplace; in fact, arrears of this size 
are rare. As the auditor reported, only 0.6% of all cases in 
arrears owed more than $100,000. The auditor also 
reported that 60% of payers in arrears owed less than 
$5,000. That money is important to the families who 
need it. I mention these figures only to create a more 
accurate picture of the scope of the problem. 


Part of the difficulty is that delinquent payers often 
have not had their support orders adjusted when cir- 
cumstances shift; for instance, if they’ ve lost a job or had 
a serious illness. Therefore, when the court reviews an 
order on a motion for change, the arrears may be sub- 
stantially reduced or even eliminated altogether. 


Approximately a quarter of the arrears is owed to 
recover social assistance benefits paid out because 
support payments were not made. As the auditor recom- 
mended, we have been working more closely with the 
Ministry of Community and Social Services and muni- 
cipalities to improve the management of these cases. 


I’m pleased to report that we’re recovering more of 
these funds, even though the number of social assistance 
cases on our books is declining. In this year, we project 
total social assistance recoveries of $52 million. That’s 
up 15% from five years ago, despite a 25% drop in cases 
of this type. 


When FRO receives money, the auditor noted, it 
moves those funds to recipients quickly. The auditor’s 
report observed that FRO had adequate systems in place 
to ensure proper control over the receipt and disburse- 
ment of funds and that most payments were processed 
within 48 hours. This is still true. Currently, in 95% of 
the cases families get their money less than 48 hours after 
payment is received. This response compares with up to 
10 days to get payments to recipients under the family 
support plan in 1995. A major reason for this success is 
FRO’s partnership with the Royal Bank to process 
payments as they arrive and quickly transfer them to 
recipients. 

In fact, FRO is a leader in e-commerce, offering 
various electronic payment options to family support 
payers and employers remitting on their behalf. These 
options include automatic payroll deduction and _pre- 
authorized payments. Furthermore, 85% of recipients 
receive their money through direct deposit. The program 
five years ago offered neither direct deposit, nor 
electronic payment. 


FRO is the first support enforcement program in 
Canada to use a secure, Internet-based employers’ 
payment system. It’s called E-CLIPS, for Electronic 
Corporate Link to Internet Payment Services. It lets 
employers transfer support payments from their 
employees directly to FRO quickly and securely. So far, 
191 companies have joined the system since it started up 
last October, and given the trend towards e-commerce, 
we expect that number will continue to increase. An 
official of the Royal Bank, which developed the system, 
says: “Our goal was to create a secure, user-friendly, 
Internet-based service. We are happy to say that the 
service is a complete success.” 

Not only is money getting to families faster; the rate of 
compliance with support orders and agreements has 
increased. This is very good news. On average this fiscal 
year, 58% of cases have been in full or substantial 
compliance with the support order or agreement. This 
compares with 53% five years ago. By “substantial 
compliance,” we mean cases where payers are meeting at 
least 85% of their ongoing obligations. About one third 
of all FRO cases are in substantial compliance—that’s 
the 85% minimum—and about one quarter are in full 
compliance. Our main challenge then is to get the 42% of 
cases not in full or substantial compliance to meet their 
responsibilities. 

Prior to passage of the Family Responsibility and 
Support Arrears Enforcement Act, which was proclaimed 
in stages in 1997 and 1998, few enforcement options 
were available. To strengthen enforcement, the legis- 
lation added a series of tough new tools. 

I would like to describe quickly the results that FRO is 
achieving by taking a range of enforcement actions. Let 
me first say we can’t agree more with the auditor’s 
observation that overdue accounts are more likely to be 
collected if collection efforts begin early. Too often in 
the past, FRO acted only when someone complained. 
Now we monitor cases to take action when money is not 
flowing on time. It is now FRO’s practice to contact the 
delinquent payer when an account becomes 60 days 
overdue. Other enforcement steps are taken if this initial 
contact does not resolve the situation. 

One enforcement option is the reporting of support 
arrears to credit bureaus. Since August 1997, more than 
78,800 delinquent payers have been reported. Since 
financial institutions now view support arrears as a debt 
that must be paid, delinquent parents will find it harder to 
obtain loans and credit. 

Each month, FRO seizes funds from about 100 bank 
accounts and sends the money to families owed arrears. 
This includes funds seized from joint bank accounts, 
which payers may be using to try and hide assets. 

Almost every week FRO intercepts a case or two of 
lottery winnings over $1,000. Since July 1998, $435,000 
has been collected for families through this route. 

Driver’s licence suspension was introduced in the fall 
of 1997. Since then, more than 12,600 delinquent payers 
have been notified that their driver’s licence will be 
suspended if they don’t meet their support obligations. 
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As a result, delinquent parents have paid $28 million in 
overdue support. If a payer takes no action, they lose 
their licence. So far, more than 5,200 drivers’ licences 
have been suspended, prompting the payment of a further 
$4 million in support, bringing the total to $32 million 
collected as a result of the driver’s licence suspension 
process. Of course this will rise as FRO continues to 
aggressively pursue driver’s licence suspension in 
appropriate cases. 

Ontario has recently concluded an agreement with the 
federal government for the electronic garnishment of 
income tax refunds, GST refunds, CPP benefits and em- 
ployment insurance benefits. Since April 1999, electronic 
federal interceptions have netted $34.2 million for 
support arrears. 

In late 1998, FRO launched a one-year collection 
agencies pilot project, an innovative partnership with the 
private sector to track down delinquent parents who had 
not paid support for more than three years. Nowhere else 
in Canada has such an effort been made to collect such 
old support arrears. In fact, the private sector generally 
considers debt that old uncollectible. 

The professional debt collectors were successful in 
finding some of the most delinquent support payers in 
Ontario. In all, $8.7 million in support has been located 
for families and children. This consists of funds paid, as 
well as arrears, where payers agreed to start payments. 

Based on the success of this project, we are now 
expanding the use of collection agencies. In this second 
phase, private collection firms will collect more recent 
debt on behalf of families owed support more than six 
months overdue. At the same time, agencies will con- 
tinue to target the older cases. 

FRO is also bringing delinquent payers before the 
court for default hearings, which usually lead to court 
orders to pay all arrears or risk jail. FRO now initiates 
more than 100 default hearings per week, appearing in 
court more than 200 times per week, and that compares 
with the 40 a week that was initiated three years ago. 
Last week alone, in Toronto, FRO counsel obtained 13 
orders committing payers to jail for debts representing a 
total of $167,000. 
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To stay out of jail, payers are forced to make good on 
long overdue arrears. For example, a parent recently 
agreed to pay nearly $19,000 in overdue child support in 
order to get out of jail; as a result of a notice of a default 
hearing, a payer paid off all arrears, worth more than 
$10,000; another delinquent parent paid nearly $11,000 
in child support after FRO launched a default hearing; 
and, after spending two days in jail, and facing another 
three months behind bars, a payer in arrears paid $13,600 
in overdue child support. 

The combined impact of all these various enforcement 
strategies is that more money than ever is flowing to 
families with support orders, the compliance rate is up 
and total arrears have stabilized. We are proud of the 
significant and important advances that we have made. 
We know there is more work to be done to get families 
and children the support money they are entitled to. 





Let me turn briefly to the subject of FRO’s customer 
service. This fiscal year the government has invested 
$6.4 million in permanent funding to improve service, 
including the hiring of 96 more front-line staff who deal 
directly with recipients, payers and employers and 
conduct enforcement activities. 

With FRO’s call centre, client service associates 
personally respond to an average of 2,000 calls a day. 
They’ re available for extended evening hours, from 8 am 
to 7 pm, Monday through Thursday, and 8 am to 5 pm on 
Friday. That’s an increase of 30% in the hours that 
they’re available. We have also installed document 
scanning and imaging technology so that staff can 
retrieve and review client information more quickly 
while the client is on the phone. This system is being 
upgraded this week. 

We understand how important it is for callers to be 
able to get through to our staff. The average telephone 
wait time for a client service associate is currently down 
to less than 10 minutes, compared with 30 minutes in 
1997. 

In the call centre, an automated line answers up to 
18,800 additional calls a day, providing clients with up- 
to-date information about their cases. It now operates 
from 8 am to 8:30 pm, five days a week, and it will go to 
a 24-hour, seven-day-a-week operation later this spring. 

With the call centre in place, we are avoiding the 
backlogs that developed under the old regional offices 
with their paper-based processes. When those offices 
were closed, there were more than 90,000 pending finan- 
cial adjustments and unanswered pieces of correspond- 
ence. FRO succeeded in clearing these backlogs entirely 
by late 1997 and with the call centre there is no 
accumulating backlog. 

It is encouraging that FRO regularly receives letters 
complimenting the professionalism and helpfulness of 
staff. Staff at the Family Responsibility Office are 
dedicated and hard-working. They approach their work 
with compassion and caring. 

I have touched on several of the auditor’s specific 
recommendations and I’d be happy to discuss others 
during the course of our session today, but I would like to 
comment briefly on the topic of information technology 
since it is so crucial to FRO’s ability to deliver on its 
mission. 

FRO is one of the most sophisticated users of informa- 
tion technology in the public sector, as illustrated by the 
emphasis on e-commerce to get payments moving faster. 
We are committed to making technology work for us and 
for the families who count on us. 

It’s been asked why FRO did not replace the computer 
system instead of making various enhancements and 
upgrades. The bottom line for the Family Responsibility 
Office was the need to improve its operations quickly 
without disrupting service to clients. FRO concluded that 
an incremental approach would be less risky and more 
cost-effective. We have now completed an architectural 
review of MECA and further changes are planned. 

The Family Responsibility Office currently has 442 
employees and a budget of $28.6 million. This represents 
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a substantial commitment of public funds. It seems fair to 
ask if more of these costs should not be borne by the 
people who caused the problem, the delinquent payers, 
instead of by the taxpayers. FRO has begun to move in 
this direction of making those who caused the problem 
help pay for the solution. That is why the fees for private 
collection agencies are paid by defaulting payers, not by 
recipients and not by the taxpayers. 

Despite the solid progress we have achieved, the 
ministry recognizes that there is more work to be done to 
collect money on behalf of Ontario families. The 
Attorney General has made it clear that he is committed 
towards working for further improvements at the Family 
Responsibility Office. Staff of the Ministry of the 
Attorney General are also committed to taking a close 
look at FRO’s processes to meet this commitment to get 
into the hands of spouses and children the money to 
which they’ re entitled. 

In closing, I want to come back to my opening 
comments, that this is a very important program area, one 
dealing with societal problems where deep social trends 
come to the surface. There has been significant media 
attention to this program over a period of years, and this 
is welcome if it helps the public understand the serious 
consequences of support default. 

I feel that changing public attitudes must be an 
essential part of the problem. It must become as socially 
unacceptable not to pay family support as it has become 
to drink and drive. The commitment to family responsi- 
bility is already enshrined in our laws, and all of us must 
now insist that it be turned into a reality. 

I look forward to today’s discussion with the 
committee on how efforts to enforce support obligations 
can be strengthened. I look forward to answering your 
questions. 

The Chair: Thank you very much for your presen- 
tation. We have 51 minutes until the 12 o’clock recess. 
What I propose to do is have three rounds of 17 minutes. 
That way, every caucus can get one round in before we 
resume again at 1:30. I’ll start off today with the official 
opposition and tomorrow with the NDP, and on Friday 
we’ ll just keep rotating. 

Mr Michael Bryant (St Paul’s): Thank you for 
coming. My first question is for the auditor, if I may. 

Mr Peters, you’ ve undertaken a couple of major audits 
of the Family Responsibility Office. Is that right? 

Mr Erik Peters: Over the last period. We did one in 
1994 and one in 1999. 

Mr Bryant: Ordinarily, when you undertake a major 
audit of an office or a ministry over a period of a few 
years, do you generally find there’s some improvement 
between audits; in other words, that improvement is 
made in accord with the recommendations you’ ve made? 

Mr Peters: I don’t want to generalize. There are some 
programs which show significant improvement and 
others are muddling along, if you will. 

Mr Bryant: Which does this office fall into? In 
between audits, would you say there’s been improvement 
in the office? 


Mr Peters: There’s been some improvement but not 
very much. 

Mr Bryant: Generally speaking, does this fall into the 
category of those offices that are muddling through, or 
does it fall into the category of those that are actually 
trying to tackle all your recommendations? 

Mr Peters: I wouldn’t contrast those two necessarily. 
They were trying to tackle them in the last five years. 
There have been massive changes in the way they have 
done business over the last five years. There has been a 
reorganization from regional offices to a centralized 
organization. There have been significant staff cutbacks 
in those five years and are recovering from the other 
period. So the impact of all of these changes is that not 
very much progress has been made. 

Mr Bryant: Not very much progress has been made. 

Mr Peters: That’s right. 

Mr Bryant: My first question is actually about 
something that recently came into the media, and that 
was the discussion by the minister of an opt-in system 
instead of an opt-out system. Can you tell me what that 
would entail? 

Ms Karakatsanis: Currently under the family 
responsibility program, all orders that are filed with the 
court or made by the court are automatically part of the 
program. In those cases where both parties agree that the 
support order should not be enforced by the program, 
they can opt out of the program now. If they’re on social 
assistance, then the ministry or the municipality has to 
agree as well. They have the opportunity at any time to 
opt in. So far, 12,000 people have decided to opt out and 
about three quarters of them have chosen to opt back into 
the system. 

Another approach that other jurisdictions have taken is 
that only those people who want to be part of the 
enforcement program opt into the program. That would 
eliminate the need, for example, for the Family 
Responsibility Office to be enforcing those orders or to 
be dealing with those orders which are in full com- 
pliance. 

Mr Bryant: Is that opt-in program as opposed to the 
opt-out program planned for the FRO in the future? 

Ms Karakatsanis: It’s certainly something we are 
seriously considering. We are open to any new ideas that 
will allow us to use our resources more effectively on 
those cases that need it and that will result in getting 
more money to the families that are entitled to it. 
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Mr Bryant: Given the number of people involved, I 
would anticipate that if you went with an opt-in program, 
necessarily your caseload would decline. Is that right? 

Ms Karakatsanis: If that 24% of the cases which are 
in full compliance chose not to opt into the system, that 
would certainly be a decline. We are doing the analysis, 
but my expectation is that the caseload would be smaller. 

Mr Bryant: I don’t think every member of the public 
understands the difference between the opt-in and the 
opt-out programs. In all likelihood, you’d have to agree, 
that particular approach is going to be that some people 
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| are not going to get the benefit of the legislative and 
political commitment made by this government to 
enforce outstanding custodial payments. Some people 
will be left out because they don’t know they have to opt 
in. 

Ms Karakatsanis: As I said, this is one option that we 
are seriously considering. We are doing the full analysis. 
We are prepared to move on those options which would 
have the result of getting more money flowing. If that 
was something that would have that result, we would 
certainly seriously consider it. As any changes are imple- 
mented with the Family Responsibility Office, we need 
to take care that there is continuity of service, that those 
changes are well communicated and that people 

understand their obligations and their responsibilities. 

_ Mr Bryant: I’m going to get off this point after I get 
an answer. I understand that part of the goal is to have 
money flowing, but presumably the goal is also to have 
enforcement. If as a result of the opt-in program people 
are left out—you would agree that is inevitably going to 
happen if you go into an opt-in program. Some people 
are going to be left out because they don’t know that they 
have to opt in. 

Ms Karakatsanis: We would certainly review the 
potential of that happening and review ways in which we 
can ensure that whatever improvements are made to the 
program would be done in such a way that those who 
need the program would be able to benefit from it. We 
haven’t completed the analysis. We’d certainly be very 
mindful of the need not only to enforce the support 
payments to get the money flowing but to ensure that 
everyone who needed it was able to benefit from the 
program. Those would be our guiding objectives. 

Mr Bryant: I’1] note for the record I didn’t get a “No” 
there, but fair enough. Let’s move on to enforcement. 

In response to the auditor’s recommendations, the 
ministry responded that there was a strategy being under- 
taken by the office to, among other things, call payers 
who are chronically in arrears, target specific cases for 
more enforcement etc. I’d just like to go through a couple 
of them. Are you saying that the Family Responsibility 
Office has not been, to date, calling payers who are 
chronically in arrears? 

Ms Karakatsanis: I think too often in the past the 
Family Responsibility Office relied on recipients who 
provided information to trigger some of the enforcement 
activities. That is something that we recognized needed 
to be fixed and improved. We have moved towards 
monitoring cases and, as I mentioned earlier, when pay- 
ments are 60 days overdue, it is now the policy to contact 
the payers directly. 

Mr Bryant: And that’s a new phenomenon? 

Ms Karakatsanis: Yes, that is a new initiative. 

Mr Bryant: With respect to targeting specific cases 
for more aggressive enforcement, can you explain to the 
committee: What does more aggressive enforcement 
entail? 

Ms Karakatsanis: There are a series of enforcement 
efforts, and it’s usually the practice to be progressively 





more aggressive in those enforcement actions. Obviously 
the support deduction order, which is registering the 
order with the employer to get the funds flowing auto- 
matically, is the first and immediate step that’s taken; 
then the lottery winnings, which has been surprisingly 
successful in collecting as much as it has over the last 
little while; federal garnishment is something that is done 
relatively routinely and has brought in quite a significant 
amount of money—$34.2 million; garnishment of bank 
accounts; reporting to the credit bureau; driver’s licence 
suspensions; and then taking the delinquent payer to 
court to risk jail if they don’t pay is probably the most 
aggressive enforcement action. That just gives you a 
sense of the progression. 


Mr Bryant: You’ve had those tools and presumably 
had been utilizing those tools prior to the auditor’s report. 


Ms Karakatsanis: We are now seeing the results of 
some of the tools we were implementing while the 
auditor was there, and some has been stepped-up enforce- 
ment. There’s no question, for example, on the default 
hearings, where we have the ability to take a delinquent 
payer to court. We used to initiate 40 per week. We now 
initiate 100 per week. That was an existing enforcement 
tool which we are now using more aggressively. A 
number of the tools are new. The driver’s licence 
suspension was September 1997, and as that program has 
become—results are starting to show. They were not all 
evident at the time of the auditor’s report: garnishment of 
bank accounts, June 1998; seizure of personal property, 
June 1998; lottery winnings interception, June 1998; 
default hearings that can involve third parties, June 1998. 
So we’re starting to reap the benefits of many of the new 
tools now. That is why the arrears have stabilized and 
that is why more money is flowing to families and 
children than was flowing before. It’s a 45% increase 
over the last five years. That is tangible evidence of more 
money flowing and the success of the enforcement steps 
that we’ ve taken. 


Mr Bryant: What I’m getting at then is, I guess the 
answer is that no new enforcement techniques are being 
used but the enforcement techniques are now being used 
more often. That’s the response to the auditor’s 
recommendation with respect to enforcement. So it’s a 
difference in kind, not in form. 

Ms Karakatsanis: It’s both. We’re using the existing 
tools more aggressively, and there are a number of new 
tools which were just in their infancy at the time that the 
auditor was there which are now beginning to show some 
significance, some results. There’s more money flowing 
to the families who rely on the support orders. 

Mr Bryant: I also want to understand, in terms of the 
caseload, how that is going to happen. Right now, 
approximately what’s the caseload per client associate 
representative, about? 

Ms Karakatsanis: It’s about 500 cases per client 
service associate. That client service associate is backed 
up by a team including the legal and financial officers to 
assist in the enforcement of effort. 
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Mr Bryant: If 500 right now is the caseload, what 
will be the caseload next month? How many new cases 
do you get every month? 

Ms Karakatsanis: We get 1,400 new cases every 
month. I have to say that we’re always looking for more 
effective ways to use our resources, and that’s why the 
partnership with the private collection agencies is a really 
good example of us being able to step up some really 
aggressive enforcement activity at no additional cost to 
the taxpayer—at little additional cost, the cost being 
borne by the delinquent payers. So we are always looking 
for ways to use our resources more effectively. 

Technology is assisting. We are making enhancements 
to our technology that will allow client service associates 
to have the information they need on the case file. As the 
call is being made, they won’t need to take the time to 
retrieve it, and they’ll be able to answer the questions and 
provide the information quicker. The document scanning 
and imaging allow access to the documents while on the 
phone rather than having to resort to paper files. That 
makes the information available immediately. So we are 
constantly improving the efficiency and looking at a 
more cost-effective way of using resources and innova- 
tive partnerships to bring in the private sector and let the 
delinquent payers pay part of the cost of enforcement. 
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Mr Bryant: But if you accept that 500 cases per client 
associate representative is acceptable, and I presume you 
do because that’s what it is right now, in order to keep up 
with this additional caseload of, I think you said 1,400 a 
month, just mathematically I’m not wrong to say that you 
need to hire about four people every month to keep up 
with that caseload. Is that right? 

Ms Karakatsanis: Ill answer your question by 
saying that there are ways of using the resource that you 
have more efficiently in increasing productivity. We’ ve 
demonstrated that we’ve been able to do that and we 
hope to continue to do that. As we are more aggressive 
with the enforcement measures early on, and as com- 
pliance rates go up, there will be less need to deal with 
some of the recurring issues that we are dealing with 
today. So the efficiency of the program should be able to 
deal with the increased caseloads, although it’s obviously 
something that we constantly monitor. 

Mr Bryant: Sure, but I’ve got my math right, do I 
not? If you are going to keep up with 500 per month, you 
would have to hire four more, and you’re saying we can’t 
do that. 

Ms Karakatsanis: I’m saying that a caseload of 500 
per client service associate is an appropriate standard and 
it’s one we will monitor to ensure that it stays. 

Mr Bryant: But it’s going to go up. 

Ms Karakatsanis: It won’t necessarily go up. 

Mr Bryant: If there are 1,400 new cases coming in, 
mathematically how does it not go up? Where do they 
go? 

Ms Karakatsanis: The 1,400 new cases are all of the 
cases. For those cases where money is flowing and there 
are no arrears, that will not add a load to the caseload of 


those who are involved in enforcement. Where the orders 
are registered, where the money is flowing, that will not 
represent an added enforcement need for the client 
service associate. So my answer to you is, no, you can’t 
do a straight mathematical formula the way you’ ve done 
it, to say that you need to have X more people. The 
answer lies in looking at the total effectiveness of the 
program. As those 1,400 new cases come in, as we 
tackled defaults earlier and as they stay in compliance, 
then there will be less need to take those aggressive 
enforcement actions on many of those new cases coming 
in. 

Mr Bryant: You haven’t disagreed with my math, nor 
have you said that you’re going to hire four new people a 
month to keep up with the caseload. There are no plans to 
hire four new people a month to keep up with the 
caseload, are there? 

Ms Karakatsanis: We have recently hired 96 more 
enforcement officers. 

Mr Bryant: Terrific. 

Ms Karakatsanis: As I indicated to you, we have 
performance standards and we continue to monitor them 
and we’ll be looking for new ideas and new processes by 
which we can improve the efficiency of the program. 
And ultimately our measure is, is there more money 
flowing to families, are we doing a better job of getting 
the money that families are entitled to? 

It’s sad that some parents won’t respect their responsi- 
bilities. They won’t pay. But our objective is to get more 
money flowing and we will constantly be looking at the 
most effective way to do that. 

So you won’t hire four new people per month, but you 
will provide new efficiencies. You’ve been at this for a 
few years now, more than a few years. I mean, the FRO 
has been at the job of cracking down for more than a few 
years. Presumably, those efficiencies have developed 
over the years. If you’re not bringing in more new 
people, how exactly are these people, through these 
streamlining efforts, actually going to do a better job at 
enforcement? Exactly how would they do that? 

Ms Karakatsanis: We haven’t stopped thinking about 
innovative ways of being more cost-effective. In fact, 
we’re looking at ways in which we can improve our 
services. You mentioned the opt-in as opposed to the opt- 
out. That is certainly one of the options that we are 
looking at. I want to emphasize that we continue to look 
at new ways of delivering more effective services and 
new ways of ensuring that the cost of some of this 
enforcement activity is borne by the payer. 

Mr Bryant: I understand, but you didn’t detail— 
could you just tell me how you’re going to streamline? 

Ms Karakatsanis: The expanded use of collection 
agencies is a good example. We’re building on the 
successes of the private sector collection agencies in 
recovering old debt. We are expanding that. They will be 
looking at all cases where there are arrears of six months, 
and the costs of that expanded program will be borne by 
the payer. That will result in more enforcement and more 
money flowing at no additional cost to the taxpayer. 
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Ms Shelley Martel (Nickel Belt): Thank you for 
coming today. Let me just follow up on this opt-in, opt- 
out. How many people have opted out of the FRO since 
you allowed that to happen? 

Ms Karakatsanis: Let me get the exact number. I 
believe 12,000 was the number. Yes, it’s 5% to 10%. It’s 
been 12,000 in the past three years. 

Ms Martel: How many people have opted back in? 

Ms Karakatsanis: About two thirds of them have 
opted back in. 

Ms Martel: If I look at that, I would say this has not 
been a raving success, and probably what we see is that 
people have all kinds of concerns about enforcement, so 
they get back into the system as fast as they can when 
they find out they can’t get a payment. That’s what two 
thirds of the people opting back in would suggest to me. 
Would that be your view? 

Ms Karakatsanis: Obviously they think they can get 
the benefit of the program, so one of the two parties has 
opted back in. 

Ms Martel: So what sense does it make at all for your 
minister or you to even consider having a program where 
people have to opt in? 

Ms Karakatsanis: The experience of many of the 
other jurisdictions is an opt-in program and it’s certainly 
one that we want to take a close look at. For those 24% 
of the cases that are in full compliance, we have 
resources, staff time at the Family Responsibility Office 
essentially shuffling money from one willing payer to the 
recipient. I think there is an opportunity to look at 
whether there is a more effective way to use the 
resources there. 

As I mentioned, it’s something we’re looking at care- 
fully. Our objectives and our guiding light in making any 
decisions around changes to the Family Responsibility 
Office are to make sure that the families who need the 
money get the money and that those who need the 
enforcement efforts of the Family Responsibility Office 
get them. 

Ms Martel: But you don’t have to look to other juris- 
dictions to see how this works, you just have to look to 
Ontario’s experience. You allowed people to opt out and 
12,000 did. In a three-year period two thirds opted back 
in. So I would say you don’t have to look anywhere else, 
you just have to look at what’s happening in Ontario. 
Most people, for whatever reason, prefer to know that 
they can get some enforcement if they need it. If you 
want to put in a system that would actually force people 
to opt in, if they don’t know that they have to do that— 
and I can imagine the thousands of people who 
wouldn’t—what you’re going to have is a whole bunch 
of people who have no protection whatsoever in terms of 
ever getting money or getting all the money they are 
owed. Correct? 

Ms Karakatsanis: Any decisions the government 
takes to change the Family Responsibility Office will be 
guided by the need to get as much support payment out to 
families as we can and to ensure that those who need the 
enforcement benefit of the program will receive it. 








The analysis is not complete. We are certainly being 
rigorous in our analysis and we will make the decisions 
that meet those needs. 

Ms Martel: Let me ask you about user fees. I heard 
you Clearly say that the user fees would only be paid for 
by delinquent payers, is that correct? 

Ms Karakatsanis: No, I’m sorry. That was in the 
private collection agencies enforcement program, where 
it is paid by the payer. We are proposing to bring in 
administrative fees later this spring. That will encourage 
support payers to maintain payment, and they will 
address the cost of those services that are outside its 
central mandate to enforce orders. They will be borne 
primarily by the payer. 

There is one fee that may be borne as well by the 
recipient, and that is the statement of account, where we 
are proposing a $25 fee for a formal statement of account 
under the director’s signature. The recipient will have 
available 24 hours a day, seven days a week, on the 
automated voice system up-to-date information about 
payments made and the status of the case. 
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Ms Martel: Let me stop you right there. I work with 
the automated line, and the automated line only gives you 
information about the most recent or last transaction. It 
doesn’t give you a listing of all the transactions that 
occurred in that account. That is what a schedule A 
provides. There is a huge difference between the in- 
formation you get on the automated line at night about 
the most recent transaction and a schedule which will 
give you all of the transactions that occurred. 

We in our office usually ask for two or three schedules 
every week for recipients and payers. In the case of 
payers, for example, it’s for people who have to show 
Revenue Canada how much money they would have paid 
out last year in support payments. So I want to ask you, 
how many schedules are requested weekly at the FRO by 
recipients or payers? 

Ms Karakatsanis: I don’t know the answer to that. I 
can find out and provide that information to you. 

Ms Martel: I would like to know how many are 
requested a week. 

The second thing I’d like to know is how many payers 
use postdated cheques now to pay their support pay- 
ments? 

Ms Karakatsanis: I know we used to process 10,000. 

Mr David Costen: My name is David Costen. I’m the 
legal director of the Family Responsibility Office. In the 
summer of 1999 we were somewhere around 10,000 
cheques per month. We’ve been taking steps to try to 
work with the clients to get this down and that number 
has been diminishing. We anticipate that with the user 
fees there will only be about 500 people using postdated 
cheques. This creates a lot of administrative paperwork 
within the organization, resources that would be better 
used for other types of enforcement. 

The Chair: Just so I understand, you’re saying there 
were 10,000 postdated cheques in your office at some 
time? 
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Mr Costen: In the summer of 1999. 

Ms Martel: So 10,000 payers paying by postdated 
cheques, is that what it was? 

Mr Costen: Ten thousand cheques. You realize that 
there may well be— 

Ms Martel: I want to know how many payers are 
paying by postdated cheque. 

Mr Costen: I don’t have that. 

Ms Martel: One of the new fees you have is for 
payers who are making their payments, doing what 
they’re supposed to, and you’re going to charge them $35 
if they want to continue using postdated cheques as the 
method of payment, is that correct? 

Ms Karakatsanis: Yes, it is. One way to get money to 
families faster is to encourage support payers and their 
employers to use several faster, cost-effective, more 
dependable collection electronic payment options. 

Ms Martel: Except that a payer can give you 12 
postdated cheques for every month and all you have to do 
at the office is get those postdated cheques out the door 
when you’re supposed to. You already are holding them 
in your hand. 

Ms Karakatsanis: If I can complete my answer, 
please. One way to get money faster is to encourage 
support payers and their employers to use electronic 
means of remitting their payments. There are very de- 
pendable electronic payment options available, including 
pre-authorized payments which would have the same 
effect as postdated cheques, telebanking, payroll deduc- 
tion and the new Internet payment service for employers. 
We are offering options for electronic payment that were 
not available before. Most of that will be to ensure that 
our resources are focused on enforcing those cases where 
money is not flowing. 

Ms Martel: [ll bet you most of those cases are 
probably self-employed individuals, so it’s not the same 
as sending an employer a notice of deduction and getting 
it taken off their cheque. They would be self-employed. 
So the method they use to pay is by postdated cheque, 
because there isn’t an employer. 

Ms Karakatsanis: It’s like paying your Hydro bill. 
You authorize the payment from your bank. 

Ms Martel: But we’ve got people who are paying; 
these are not delinquent parents. You’re going to charge 
people who are doing what they’re supposed to be doing 
$35 to do that. I don’t understand that. These are not 
delinquent payers. Depending on how many people that 
actually involves, which you’re going to get back to us 
on, that could be a fairly substantial sum of money that 
you're getting as a user fee for people who are doing 
what they’re supposed to be doing. 

Ms Karakatsanis: There are other very easy alterna- 
tives to postdated cheques, ones that are just as easy as 
postdated cheques. It will reduce the administrative cost 
of handling postdated cheques, it will result in money 
being paid faster, and allow the staff resources to be 
focused where the enforcement is needed. It’s the cost of 
doing business. 





Ms Martel: Are you going to be hiring new staff to 
collect these fees? 

Ms Karakatsanis: No. 

Ms Martel: You’re still going to have staff who are 
now going to have the added work of trying to process 
these fees. Can you tell us how you’re going to collect 
these fees, either from payers who are using postdated 
cheques or from payers and recipients who are requesting 
schedule As? How are those fees going to be collected? 

Ms Karakatsanis: The fees are designed to encourage 
the payers to meet their obligations. 

Ms Martel: They are. 

Ms Karakatsanis: The fees are designed to encourage 
behaviour that helps to ensure more money is flowing. 
For example, there will be a fee to adjust FRO accounts 
for direct support payments received by the recipients. 
The legislation currently requires that where a support 
order is registered with the program, the payments be 
made directly to the program. When they’re not, the 
records become inaccurate and sometimes inappropriate 
enforcement actions are taken and resources are wasted. 
The fee that will be payable to make adjustments for 
direct support payments will encourage the proper use of 
the program and will reduce the inaccuracy of the 
number of arrears noted on that file that might result in 
inappropriate enforcement actions. That will be a benefit 
to the program. 

Ms Martel: Isn’t it true that some of the people who 
make payments directly to their spouse without going 
through the plan do so because the file hasn’t been 
registered and activated with the FRO yet? In some cases 
in our office we’ ve seen it take up to three months before 
the file gets registered. That recipient has no money 
during that point of time, so the payer makes a payment 
directly to her and the kids while the file is being 
registered so that she has money. I don’t consider that to 
be an abuse of payment. I don’t consider that to be a 
problem. I consider that to be a payer trying to get some 
money to a recipient and kids in the time that the file is 
being registered, and that happens a lot. We’ve seen that 
in our office a lot. 

Ms Karakatsanis: The fee would not apply to cases 
that were in the process of being registered. 

Ms Martel: In what cases do they apply then? That is 
a case where a payment is made outside of the plan 
directly to the recipient and would require an adjustment 
when the money comes in. 

Ms Karakatsanis: Once the case is registered and 
money is flowing to recipients, from time to time payers 
make direct payments to the recipients. In those cases, 
arrears Start to show on the books—arrears which do not 
exist—and sometimes inappropriate action is taken. It’s 
those cases which will have to pay the fee for the direct 
payment. It is not intended to apply where payment is 
being made while the case is being registered and the 
support deduction orders are being registered and the 
money starts to flow. 

Ms Martel: In cases where a payer or a recipient 
requests a schedule A, so they get a full statement of the 


16 FEVRIER 2000 





COMITE PERMANENT DES COMPTES PUBLICS P-67 





account, how are you going to make them pay a fee? 
How is that going to be implemented? 

Mr Costen: Presently, there is a team working on all 
the intricacies of that. That will be ready to go in April. 
You can imagine that in making adjustments to our tech- 
nology and our financial processes, that has not yet been 
completed but will be ready to go in the spring. 

Ms Martel: So you'll have no new staff to collect 
fees? That’s for sure? 

Ms Karakatsanis: We don’t anticipate a need for new 
staff. 

Ms Martel: How much money do you anticipate you 
are going to collect through these new user fees? 

Ms Karakatsanis: I think it is up to $1.3 million. 

Ms Martel: Can you table with the committee a 
breakdown of how much you anticipate you will collect 
in each category: (1) with the $35 fee for people who 
want to use postdated cheques, and (2) the amount for 
schedule As and the other items where you now have 
those user fees? Could you table that with the committee, 
category by category? 

Ms Karakatsanis: I’m going to have to get back to 
you about the precise breakdown. 

Ms Martel: One final question on that: Do you have 
any legislative mandate which would bar someone from 
paying by postdated cheque? 

Ms Karakatsanis: No, there’s no legislative mandate 
that would bar it. Many companies are no longer accept- 
ing postdated cheques, and when postdated cheques are 
accepted, there is a fee associated with the administration 
cost. That’s the cost of doing business. 

Ms Martel: I wouldn’t call the FRO a company. 
That’s not how I look at it in terms of your responsi- 
bilities. 

Ms Karakatsanis: No, but the Family Responsibility 
Office is offering many other just as simple, more 
efficient ways for payers and employers to make their 
payments. We’re a pioneer in the E-CLIPS program, 
which I mentioned in my opening remarks, which allows 
employers to electronically transfer payments. The fees 
apply only for those who want to continue to provide 
postdated cheques. There are other easy alternatives that 
are being used. Electronic payments, telebanking and 
pre-authorized payments are just as simple, just as 
reliable and are faster. 
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Ms Martel: I understand that. I’m saying that we have 
people who are doing what they’re supposed to and I 
don’t think they should be charged a fee, which is basic- 
ally a penalty or fine, for doing what they are supposed to 
be doing, which is to make sure payments are going to 
spouses and children. I think that’s ridiculous. 

The Chair: Can I just ask for a quick clarification? Is 
that $35 per year or per cheque? 

Ms Karakatsanis: Per cheque. 

The Chair: Thank you. 

Ms Martel: So we should say 10,000 cheques times 
35: $350,000. 





Ms Karakatsanis: No. I think that number has been 
reduced since the summer. 

Ms Martel: OK. Maybe you should get us the number 
of cheques that we’re talking about and the number of 
payers, so we can make some calculations about the fees. 

Let me ask you about the private collection agencies 
and this latest pilot. The auditor reported that in the six 
months he looked at the private collection agencies 
program, only $1 million was collected. We know that by 
the end of the pilot, if the minister is correct, over $8 mil- 
lion was actually collected. This is a bit at odds with 
what a ministry spokesperson announced in October: 
about $4 million actually collected out of $450 million. 
So I would like to know who is correct? Is it the ministry 
spokesman, Mr Crawley, who told the Toronto Star that 
it was actually about $4 million, or less than 1%, or is it 
you today or the minister, who now says that about 
$8 million was actually collected? 

Ms Karakatsanis: The numbers continue to grow as 
the program develops. 

Ms Martel: My understanding was that the private 
collection agency pilot project was over and the files 
were returned to the FRO about the end of October. Is 
that correct? 

Ms Karakatsanis: Yes. The files were returned and, 
as part of that project, FRO staff are now going to 
through the files, following up on any new information 
and determining what further enforcement steps are 
needed. The private sector turned over the files in 
October, but the pilot project is continuing in the sense 
that FRO is continuing to review and act on those files. I 
can give you the current— 

Ms Martel: OK. Then before you keep going, I want 
to know how much of the money that came in was as a 
result of work done by the private collection agencies and 
how much of the money coming in is as a result of FRO 
staff now handling those cases? 

The Chair: That is the last question. 

Ms Karakatsanis: Ill give you the numbers I have, 
which reflect the current status of the money that has 
come in as a result of the collection agency pilot project: 
$5.4 million has been collected directly for families that 
have not received money. An additional $1.6 million will 
be collected as a result of payers entering into voluntary 
arrangements for payments. A further $1.7 million was 
collected through federal government garnishments on 
information provided. That totals $8.7 million that was 
located as a result of that pilot project. I don’t have the 
different numbers at different stages of the project. This 
is the current amount of money that has flowed as a result 
of the collection agency pilot project. 

Ms Martel: Just on that, can you table with the com- 
mittee, then, the amount of money that was actually 
collected directly as a result of work done by the 
collection agencies and the amount of money that has 
subsequently been collected as those files have returned 
to FRO staff and FRO staff has actually done the work? 
There’s a world of difference, and I suspect the $8.7 mil- 
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lion is not really an honest or legitimate number to 
associate with the private collection agencies. 

The Chair: Your time is up, Ms Martel. Mr Hastings 
was first and then Mr Martiniuk. 

Mr Gerry Martiniuk (Cambridge): I'l] be sharing 
my time with my fellow caucus members, Mr Chair. 

Thank you, deputy, for your presentation. I was 
particularly pleased that you did discuss the education of 
the public. As a lawyer and a member of the public, I 
have found that many consider a default in child pay- 
ments to be a business transaction or a business debt 
rather than a moral and social obligation of a parent. I 
think there is a distinction we must make clear to the 
public. 

My question is in two parts. May I say that our cases 
in my constituency office have fallen substantially. I 
don’t know whether that has happened across the 
province. A couple of years ago, we had a great rush of 
cases, which has now declined. At last count I think we 
have—I spoke to my constituency assistant—approxi- 
mately 10 cases that we are administering, and I’m 
pleased to report that they’re all going smoothly. So I 
congratulate you in that regard. 

My questions are in regard to communication with the 
public. I would like to know, firstly, what plans the 
ministry has in regard to extending—I know you’ve 
mentioned there’s going to be a minor extension, but I 
live in a riding, for instance, where there are many shift 
workers who may not be able to get to the phone at 
5 o’clock or even 8 o’clock. I would like to know the 
plans, and the exact time frames if you have them, as to 
the automatic line being extended to a 24-hour basis and 
perhaps seven days a week. In dealing with that, you 
could also deal with the matter of security and privacy. I 
would be pleased to hear about that. 

Secondly, as a novice on the Internet—I opened my 
first commercial banking account the other day—I would 
like to know what plans the ministry has, and the imple- 
mentation dates, as to a Web site where, for instance, 
individuals might acquire information including a 
schedule of all payments and things of that kind. 

Ms Karakatsanis: The automated voice line will be 
moving to 24 hours, seven days a week, later this spring. 
I don’t have an exact date for you, but it will be this 
spring. We’re on track to do that. 

The automated voice system does have security 
features. You have to enter your name and case number, 
and they have to match. The Web site is something we 
don’t have any plans for at this time. Security and 
privacy are important considerations for us, of course, 
and we would have to fully address those in any plans in 
that direction. 

Mr Martiniuk: When I chaired the justice committee 
and we heard the bills and the additional tools, I was 
under the impression, and perhaps mistakenly—I know 
the difficulties in collecting from the self-employed. As a 
lawyer, I lived with those difficulties with clients. The 
licence suspension seemed to me at that time to be almost 
a panacea. 
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I recall one witness before our committee was the 
former wife of a lawyer, with three children, a very 
intelligent person who at that time had received 
absolutely no payments from her spouse, who had care- 
fully engineered his affairs so that he was judgment- 
proof. As she related, he drove a Mercedes which was 
not in his name, he did not do legal aid any longer 
because that amount could be garnisheed, and he lived in 
a rather substantial house with a female person whose 
name the house was in. 

We passed that a couple of years ago and there have 
only been 5,000 suspensions, which to me seems a 
relatively small number when we look at the total number 
of persons in arrears, which now exceeds approximately 
$80,000. If we take the substantial arrears at 58%, we’re 
talking about 80,000 people in arrears. I would like for 
you to go through and— 

The Chair: You meant 80,000 cases. You said 
$80,000. 

Mr Martiniuk: Cases, sorry. Thank you, Mr Chair. I 
would like you to go through, first, the time frame and 
the steps taken for the suspension of these licences. I'd 
like you to also comment on whether it’s working and 
whether or not 5,000 is low or high, considering the 
length of time the law has been in force. 

Ms Karakatsanis: The driver’s licence suspension 
program has brought in a total of $32 million; 12,600 
notices have been sent, and that resulted in $28 million, 
so there wasn’t a need to move to the next step and 
suspend the licence. The notice itself was sufficient to 
bring in $28 million. Our objective is not to suspend the 
licences of delinquent payers; it’s to get them to pay their 
child support. So the notice is sufficient in those cases to 
bring in the $28 million. 
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When someone receives the notice of licence suspen- 
sion, they have 30 days and they can do one of three 
things. They can pay up, they can enter into an arrange- 
ment to pay up and they can go to court to get a refrain- 
ing order, which would stop the Family Responsibility 
Office from suspending the licence while they go to court 
to ask for an adjustment of the order in arrears. That is a 
court process they are entitled to take and sometimes do 
take. 

When I say that 12,600 notices resulted in $28 million, 
that means it wasn’t necessary to suspend licences. A 
further 5,200 licences were suspended and, as a result of 
that suspension, another $4 million came in. I like to look 
at the whole number, including the notices because, as I 
said, the objective is not to suspend licences but rather to 
use that as a tool to get the money flowing. Of course it 
works best when people need their licences and it’s 
something we’re certainly looking at, how we can 
increase the number of notices we issue in appropriate 
cases. 

The Chair: Mrs Munro and Mr Hastings have ques- 
tions. 

Mrs Julia Munro (York North): A couple of quick 
questions. I wanted to come back to an issue that had 
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arisen earlier in our discussion just to clarify for the 
record this question of the opting in and out circum- 
stance. It was my understanding that a recipient who fails 
to receive money as a result of the original court decision 
would virtually automatically have the right to step back 
into the program. Is that not true? 

Ms Karakatsanis: Yes, it is true. They have the right 
to opt back into the program. 

Mrs Munro: There seemed to be some confusion 
about that issue. 

Another question I have is that you clearly made 
reference in your opening remarks to the hiring of new 
people. It seemed to me that—quick math—this would 
certainly be consistent with the kind of information you 
provided us with earlier in terms of the increase in the 
number of people who need the services of the Family 
Responsibility Office, but I wonder if you’ve got any 
statistics that would give us a picture of the obligations of 
individuals coming to an end in this program. When 
people pay through the Family Responsibility Office, is 
there not a natural end of their financial obligations? 

Ms Karakatsanis: Yes. It depends on what the order 
says. Sometimes the order is dependent upon certain facts 
happening. In the case of child support, it may terminate 
upon the child reaching a certain age or leaving school or 
whatever the order on its face says. We look to the order 
to determine whether the support payment is to be 
terminated. 

Mrs Munro: Do you have any information that would 
give us a sense of some kind of data in terms of numbers, 
a percentage or things like that? 

Ms Karakatsanis: Yes. 

Mrs Munro: If we know how many are coming in, do 
we have any idea of how many, through attrition or 
natural causes, if you like, according to those court 
orders, come to an end? 

Mr Costen: I think what happens is, the 1,400 we 
talked about coming in, cases are closed out naturally as 
the order ends. It may well be that the order says the 
order is to terminate on February 16, 2000, and then that 
would be the end of it. As the age of the files progresses, 
those files will drop off. 

There are those files where it’s dependent upon the 
actual order itself. It will say, “As long as the person is in 
school, things will terminate,” or it may well be that the 
parties agree themselves that the order has terminated. 
That’s the only time when FRO can actually do it, but 
cases drop off that way. Cases also drop off through the 
collection agency project, which allows us to close out 
certain files. Although people drop in, you still have a net 
of 4,000 people dropping out, which allows you to 
redirect your enforcement towards other files. 

Mrs Munro: My final question: Certainly in my 
office—I think others have made reference to the kind of 
familiarity we have through our constituency offices with 
this program—it seemed to me that one of the most 
difficult personal issues that people had was in the areas 
where the payer was self-employed. I wondered whether 
Or not you could give us a sense of what actions have 








been taken to rectify that situation? I had the experience 
of very difficult circumstances people found themselves 
in where the individual was self-employed. 

Ms Karakatsanis: A number of the enforcement 
mechanism tools apply to those who are self-employed as 
well. The lottery, the federal garnishments, the seizing 
and selling of assets, garnishment of bank accounts, 
credit bureau, driver’s licence suspension, passport 
suspension, and of course the ultimate default hearing, 
taking the person to court, those are all enforcement tools 
that do apply to self-employed. We heard before that 
sometimes a parent is determined not to meet their 
obligations and sometimes it is very difficult to recover 
money. That’s a sad thing. It’s sad that parents don’t 
recognize their respect for the law and don’t recognize 
their responsibilities. I have to concede that it is very 
difficult to get money in cases where someone deliber- 
ately chooses to make that very difficult. 

The Chair: Mr Hastings, you have two minutes and a 
half for now. 

Mr John Hastings (Etobicoke North): And then 
later— 

The Chair: Then we recess until 1:30. 

Mr Hastings: My first question would be related to 
where we’re going. You have reported some significant 
progress in terms of collection, but when I look at your 
mission statement and I look at the auditor’s report of the 
growth of unenforced payments from $700 million to 
$1.2 billion—if that’s not correct—I heard you say 
something about an improvement there. If that’s not the 
right figure, then I would like to know where FRO is 
going to be in three to five years if we’re still doing the 
same stuff even with all your enforcement tools, so 
called. Are you going to have this down to half a billion? 
Will it be $1.5 billion, given the number of self- 
employed, the rising number of dysfunctional families 
and so on? I don’t see anything in your stuff that says— 
unless there are internal documents—in 2003 the number 
will be whatever it will be that’s been collected versus 
not collected. I don’t see anything there, and that’s 
disturbing to me. 

Ms Karakatsanis: Going back to the end of fiscal 
year 1994-95, the arrears were $831,000. The current 
arrears are $1.2 billion. That represents an increase, but it 
has been stable over the last two years. The amount of 
money flowing in to families has increased by 45%, 
although the caseload has gone up 27%. That shows 
we’re making progress and making gains on the amount 
of money that’s going, and that’s why you’ve seen the 
arrears stabilize. As to the results of some of these new 
tools, as that matures, we would hope to see those arrears 
go down. I don’t have— 

Mr Hastings: Do you actually have figures for that? 

Ms Karakatsanis: We don’t have specific estimates 
at this point, but it’s certainly something that we predict 
will start to come down. As we get better at monitoring 
cases and enforcing earlier, then that should result in 
reduction of the arrears. 

The Chair: You said $831,000. You meant million. 
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Ms Karakatsanis: Million. I’m sorry. 

Mr Hastings: Wouldn’t it be better as a management 
information tool to have some specific estimates by a 
category so you could measure your progress instead of 
hoping? 

Ms Karakatsanis: We are looking at the results as 
they come in. We have specific performance indicators, 
and they are monitored constantly and used by the 
program. As we see the trends in enforcement and the 
trends in increasing money coming in, we will certainly 
do our best to set targets for that area as well and 
determine the numbers we think are achievable and 
would be a good a goal. 

The Chair: The time is up, Mr Hastings. Before we 
recess until this afternoon, I’ve had a request for a copy 
of your opening statement. Could that be made available? 

Ms Karakatsanis: I’ve made quite a few changes 
from the text I had before me. We would have to 
incorporate those changes and I could make it available 
later. 

The Chair: OK. You’ve talked about certain re- 
sponses. Any idea as to when the committee can get 
those back? 

Ms Karakatsanis: We’ll do our best to get them to 
you as quickly as possible. Perhaps later on today I can 
give you a specific commitment. 

The Chair: Thank you very much. We’re recessed 
until 1:30 this afternoon. 

The committee recessed from 1201 to 1334. 

The Chair: I'd like to call the meeting to order. We’ll 
continue now with the rotation of approximately 20 
minutes for each caucus. We’re at the Liberal caucus. 

Mr Richard Patten (Ottawa Centre): Welcome 
back. I’m sorry I missed part of your presentation this 
morning, so you may have dealt with part of this. I was 
snowed in a little bit in Ottawa; the plane was late. 

I’m trying to get at the big picture, and if I’m short of 
some figures maybe you could help me a little bit. In 
1995, the decision was made to centralize the files of the 
program through computerization, electronic commun- 
ications, all that sort of thing, and the word was that this 
was going to be more efficient. I won’t get into the gory 
details of what happened but we saw that there were big 
problems in dealing with many, many cases. As was 
already pointed out by Mr Martiniuk, there has been a 
reduction of the frenzied period, for sure. However, I 
must tell you we still have a number of cases on a weekly 
basis. There was an assignment of a liaison for MPPs’ 
offices to deal with that, and that worked for a while. I'll 
tell you we still have problems with that at our office. 
When they call now it’s taking days before anyone gets 
back to us, and as you are probably are aware, the people 
who tend to use the MPPs’ offices are really the ones 
who are pretty desperate. So I would point that out to 
you. 

You had 340 staff in 1994-95, and your arrears were 
about $1.2 billion, was it, in that neighbourhood? Or was 
it higher than that? 

Ms Karakatsanis: It was $831 million. 





Mr Patten: OK, I’m sorry. Then in May 1999, you 
said it was at $1.2? 

Ms Karakatsanis: Yes. 

Mr Patten: What was it as of the end of the year? Do 
you have any more up-to-date information? As of 
December 31 or January or whatever? 

Ms Karakatsanis: As of December 31, it was actually 
$1.227 million. 

Mr Patten: At the end of the fiscal year, the calendar 
year, I’m sorry. 

Ms Karakatsanis: At the end of 1999. 

Mr Patten: Are you able to tabulate that on a— 

The Chair: Excuse me, you said “million.” you meant 
“billion,” didn’t you? 

Ms Karakatsanis: Yes, $1.2 billion. 

The Chair: I just wanted to make sure. 

Mr Patten: We were just about ready to applaud. 

OK, so you’re saying it has remained constant, 
although the staff is now back to—you mentioned a 
figure of 428? 

Ms Karakatsanis: It’s 442, I believe. 

Mr Patten: OK. So if we look at the big picture, 
ostensibly the rationale for all this was to be more 
efficient. There was a cut in staff originally, which I 
gather was soon rectified because it was too much of a 
cut and you had to have more staff help—and you got 
it—because of the crisis that was pending. 

What I’m trying to look at is, four years ago you had a 
situation and there was an attempt to be more efficient. 
We’re now at another stage, there’s more staff, the 
arrears are actually up, the cases are growing and what 
has really happened, other than a hell of a lot of heart- 
ache for a lot of people who through the requirements of 
reorganizing—and I noted you kind of implied that the 
regional system, and maybe electronically, was not as 
good, but I have to tell you that the regional system 
before was a hell of a lot more sensitive to people. I’m 
sure you’ ve experienced this on a personal basis, and all 
the members do, but automated, voice-activated com- 
munication in sensitive situations like this, in my 
opinion, is inhuman. You may catch 80% of the cases, 
maybe even 90%, but for those individuals where you’ ve 
got mom there with kids and she hasn’t got her payments 
and she can’t get through or she’s been told something 
else—or the flip side is that the spouse who is making the 
payments gets nailed through collection agencies for not 
having made payments when in fact they have—and I 
have a number of cases that I could cite to you where 
someone was actually finished with the program and was 
contacted by a collection agency. My whole point is, are 
we further ahead today than when we started this back 
four years ago? It seems to me in terms of the big picture 
we’re not. 
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Ms Karakatsanis: We are further ahead. 

Mr Patten: How would you describe that and how 
would you measure it? 

Ms Karakatsanis: I'll tell you. First of all, we are 
getting more money. We are collecting and disbursing 
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more money. In 1995 we collected and recovered $360 
million. This year we’re collecting $532 million. That’s 
an increase of 45%, and that’s well ahead of the increase 
in caseload of 27% over the same period. 

Today we respond to an average of 2,000 calls a day, 
and that’s to live people, that is to the client service 
associate. The 18,000 people who reach the automated 
voice system are in addition to the 2,000 calls per day 
who speak to the client service associate, and the auto- 
mated voice system is there just for updates and informa- 
tion; it’s a choice that the caller has. The 2,000 people are 
getting through today and that’s an improvement over the 
number of people who were able to access under the old 
system. 

The payments are faster. Once the program received 
the payments, it used to take up to 10 days to get it out. 
Now, in 95% of the cases the payments are made within 
48 hours of the Family Responsibility Office receiving 
them. The compliance rates are up, and this is perhaps 
the most important. It used to be, in 1995, the compliance 
rate was 53%. That means that 53% of the cases were in 
full or substantial compliance. Today it’s 58%, and that’s 
a significant increase. 

That’s just looking at the big picture, but the facts 
demonstrate that there have been tangible improvements, 
and the amount of money that’s going gets going faster 
than ever before. So that is the big picture. The perform- 
ance indicators demonstrate the improvement in service, 
the improvement in getting the money that families and 
children are entitled to. 

You asked about MPPs. There are two staff assigned 
to answer the inquiries of MPPs—one is a client service 
manager—and they are instructed to respond as quickly 
as possible. That is something we strive for and we hope 
to continue to improve. 

Mr Patten: It slipped a little bit. It was better for a 
while, I will tell you, from my office’s experience. 

Ms Karakatsanis: Yes, and in fact the Ombudsman 
notes that complaints about the office were down 35% 
last year over the year before. 

Mr Patten: By the way, I know you go after all of the 
cases and some of them, after a particular period of time, 
you pass along to a collection agency. What’s your 
priority system? In other words, obviously you want to 
help each individual, and each individual is a unique 
case. What’s the range of things? You say less than 
$5,000. Is this on an annual basis? These are annual? 

Ms Karakatsanis: That’s the arrears of less than— 
when I talked earlier about 60% of the cases, there are 
arrears of less than that. 

Mr Patten: Oh, I see, and that could be accumulated 
Over a matter of months, or whatever? 

Ms Karakatsanis: That’s right. 

Mr Patten: What’s your worst case? We heard a good 
one from Mr Martiniuk, a good one in terms of it 
exaggerates, not typical but an extreme case. 

Ms Karakatsanis: I can’t tell you what the worst case 
is. Again, I rely on the auditor’s numbers in talking about 
the percentage of cases in arrears. In the report he noted 





that 0.6% of cases had arrears of more than $100,000. 
Those arrears include old arrears and old cases. Some- 
times payers go to court and get some of those arrears 
reduced or cancelled if there’s been a change in cir- 
cumstances and they haven’t gone to court to get their 
cases adjusted. These are arrears that have existed since 
the beginning of the program and with some growth over 
time, but they have stabilized now. It does depend, as 
well, what the court order was and the size of the court 
order. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): You mentioned earlier that you were going to 
hire 96 front-line staff. What will they be doing? How are 
they going to make the system better? I’d like you to 
explain that a little more, please. 

Ms Karakatsanis: We’ve already hired them. They 
are client service associates. They will be speaking with 
people on the phone. They will be dealing with the cases 
in enforcement actions. They will be taking the full range 
of services that client service associates offer. 

Mr Cleary: I was pleased to hear you say that some 
of your staff are getting complimented on the good job 
you’re doing. It’s sure a lot different in my constituency 
office up until now. There weren’t many compliments 
there about the way things were being handled. 

The other thing that I would like to ask—you say that 
the new models make the difference? I was wondering if 
you could expand a little bit on that. 

Ms Karakatsanis: I think we have a number of new 
enforcement tools that are making a difference, and we 
are more aggressive in the enforcement tools that we’ ve 
had. Credit bureau reporting, for example, is something 
that’s new. Almost 80,000 people are reported to credit 
bureaus. That’s something that’s really easy to do, and 
it’s a very cost-effective enforcement measure. The staff 
push a button at the end of the month and the list goes to 
the credit bureau. 

Interception of lottery winnings is new. That has 
brought in more than $435,000. Driver’s licence sus- 
pension—again, 12,600 notices of suspension resulted in 
$28 million coming in and a further 5,200 suspensions 
brought in $4 million, for a total of $32 million. 

Federal garnishments, where we garnish income tax 
refunds, CPP refunds and GST refunds as well, has 
netted $34.2 million since April 1999. The collection 
agencies project has located $8.7 million which has 
flowed through to families. Sorry, we’re getting the exact 
numbers. The numbers which resulted from that pilot 
project—and this is as of this point in time, and more 
money may flow yet on that project—that brought in 
$8.7 million that has been either paid directly or has been 
agreed to be paid by the delinquent payers. We are ex- 
panding that now to deal with debt that is six months old. 

The private collection agency project was on cases 
where a payment had not been received for over three 
years. There hasn’t been such an effort in any other 
jurisdiction to go after debt that old in such a concerted 
way. 
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For court actions, we used to initiate 40 court actions a 
week, where delinquent payers risk going to jail if they 
don’t pay up. We now initiate more than 100 of those 
cases per week. 

Many of these tools are new tools. We’re beginning to 
see the combined benefits of these enforcement strat- 
egies. That’s why we’re seeing more money coming in 
and being collected and disbursed to families. I think 
that’s also why we are seeing arrears stabilize, and we 
expect that they’ll decrease. 

Mr Cleary: Did I hear you correctly when you said 
that once the money is received it will be turned around 
and sent out in two days? 
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Ms Karakatsanis: In 95% of the cases, we turn it 
around and send it out within 48 hours. That’s compared 
to 10 days. It used to be 10 days. 

Mr Cleary: Or more. 

Ms Karakatsanis: Or more. 

Mr Cleary: About the suspended driver’s licences, I 
just want to make sure I heard that correctly. You said 
you sent out 12,500 notices? 

Ms Karakatsanis: It was 12,600 notices if they don’t 
pay, and that resulted in $28 million coming in. In 5,200 
cases, we actually had to proceed to suspend the driver’s 
licence, and that brought in an additional $4 million. So 
that’s a total of $32 million. 

Mr Cleary: You mentioned 80,000 cases earlier. 

Ms Karakatsanis: The exact number is 78,800 
delinquent payers who are reported to the credit bureau. 
That is very important. It makes family support a legiti- 
mate debt and it affects their ability to obtain credit and 
loans. It’s an enforcement tool that is very cost-effective. 
It drives payers in. 

Mrs Claudette Boyer (Ottawa-Vanier): I just want 
to come back a little bit to the matter of payments: post- 
dated cheques versus pre-authorized payments. Have the 
payers who were doing postdated cheques been notified 
that they should not go with the postdated cheques? 

Ms Karakatsanis: They are being notified, yes. 

Mrs Boyer: They’re not all notified yet? 

Ms Karakatsanis: Every time a cheque comes in that 
is postdated, they are notified that in future there will be 
a charge for that. There are about 450 postdated cheques 
that come in per week, which is about 2,000. These are 
numbers we were able to obtain over the lunch hour, Ms 
Martel. There are perhaps a little more than 6,000 payers 
who use postdated cheques. It’s already reduced from the 
numbers you heard earlier this morning because of the 
introduction of electronic options. In fact, at the time of 
the auditor’s report he noted that 25% of receipts were 
being received by electronic means. That’s up 36%. So 
we already see more people using electronic payment 
options. 

Mrs Boyer: I think my question was, are they being 
told that if they go on with the postdated cheques, there is 
going to be a user fee of $35? 

Ms Karakatsanis: Yes. 


Mrs Boyer: The postdated cheque method versus the 
pre-authorized payment—are they told they should go to 
pre-authorized? 

Ms Karakatsanis: Definitely. 

Mrs Boyer: I guess not all of my people have been 
notified yet, because they didn’t seem to know that. 

This user fee is implemented right now? If somebody 
sends a postdated cheque, the user fee will start? 

Ms Karakatsanis: The fees are not yet implemented. 
We are working toward an April implementation. That’s 
the target. It will be sometime this spring. But we’ve 
started to notify people that the fees are coming and that 
there are other options. 

Mrs Boyer: If I may come back to what my colleague 
Richard Patten said, you were saying in your presentation 
earlier this morning that you were very efficient toward 
the recovery of payments from payers. But I find that the 
enforcement should also change. We were talking about 
the human voice and everything. An automated voice 
system is great if you just want an update, but sometimes 
you have a person who is very discouraged and really 
needs to talk to somebody. What I’m getting from my 
constituency office is that they can stay half an hour on 
the line before they get somebody, or they get the busy 
signal. Do you have a number that tells you how long 
these people wait? I’m sure at the end of half an hour, 
when they get on the phone, they surely say that. What I 
get from my constituents is that the wait is very long. I 
wonder if efficiency shouldn’t only be toward recovering 
the payments but toward answering these people. 

Ms Karakatsanis: We have made solid progress. I 
don’t want to leave the impression that we think there is 
no more progress to be made. We accept that we need to 
make more improvements, and we are working toward 
them. We have made improvements, solid progress, but 
there is more to be done, and I want to freely acknowl- 
edge that. 

With respect to the call centre, more people are getting 
through to the Family Responsibility Office more quickly 
than ever before. We are now answering more than 2,000 
calls every day, compared to the 400 who got through in 
1996 and the 1,700 who got through on average last year. 
We’ ve also expanded the hours by 30%. The hours are 
now available from 8 am to 7 pm, Monday through 
Thursday, and the very best time to call is 5 to 7 pm, 
Monday to Thursday. We do try and encourage people to 
call at that time. That’s the least busy time to call, from 5 
to 7, Monday to Thursday. 

The wait times are down. We monitor that. The aver- 
age wait time now is nine minutes. That’s down from 30 
minutes in 1997, and that is actively monitored by man- 
agers at the program. If that number starts to grow, 
people are reassigned to the phones to be able to answer 
more numbers and keep those numbers down. We also 
track the maximum wait time, and that is continuing to 
improve, although I don’t have that handy right now. 

The Chair: OK, thank you very much. Before turning 
to Ms Martel, I just have one very quick clarification. If I 
sent you 12 cheques, you’d charge me $35 a cheque to 
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process each, but if I sent you one every month, you 
don’t charge. Is that right? 

Ms Karakatsanis: That’s correct. 

The Chair: That’s correct, OK. Ms Martel. 

Ms Karakatsanis: So you can continue to send in 
cheques with no fees; it’s the postdated cheques that will 
attract a fee. And you can pursue other alternatives, elect- 
- ronic alternatives that are just as convenient. 

Ms Martel: I want to return to the private collection 
agencies and say that I regret that you’ve left the im- 
pression, again, this afternoon that as a result of all the 
work that private collection agencies did, there’s some 
$8.7 million coming in, because I suspect we will find 
that as a result of work being done by FRO staff now, 
money is coming in. I don’t know why you would be 
saying it has to do with private collection agencies. I 
think that’s kind of a dishonest way to frame it. 

Let me ask about the second round. Have the private 
collection agencies now been hired for the second round, 
the cases from six months to three years? 

Ms Karakatsanis: The tenders are in and we are 
evaluating them, and we hope sometime this spring to 
enter into agreements with a number of collection 
agencies. They haven’t yet been selected. 

Ms Martel: How many agencies do you plan to 
select? 

Ms Karakatsanis: We anticipate that it will be three 
or four agencies, but that’s not a firm number. 

Ms Martel: Would you know from those agencies 
how many staff they would intend to allocate to this 
particular project? Was that part of the RFP, that they 
would indicate that? 

Ms Angela Longo: I think that was part of the RFP, 
that they would have had to describe how they’re going 
to do it, how many people they would apply, the process 
they would use, and that would be part of the evaluation 
activity. 

Ms Martel: And you would not be at liberty night now 
to give us that because they haven’t been chosen. 

Ms Longo: It’s in the process. 

Ms Martel: Let me ask, how many cases are going to 
be transferred to the private collection agencies? 

Ms Karakatsanis: It’s 24,000 cases, representing 
$275 million in arrears. Those are the cases that are in 
arrears from six months to three years. 

Ms Martel: And are the contracts one year? 

Ms Karakatsanis: It’s a three-year program. 

Ms Martel: So they have three years to collect $275 
million of arrears for 24,000 cases? That’s what the RFP 
is right now? 

Ms Karakatsanis: The $275 million is the total 
amount of arrears. We will be working with them to set 
performance targets, how much of that arrears they can 
commit to recovering. 

Ms Martel: Let me ask you about FRO’s own efforts 
on collection. At the same time as you did the first pilot 
project, you also did a project internally where 20 
enforcement staff were allocated with cases where there 
had never been a payment, so I would assume they’d be 





some of your most difficult cases. This is in July 1998. 
The auditor reported that you were assigned 40,000 
cases. By February of 1999, 16,000 had been contacted. I 
have a couple of questions. Were these 20 enforcement 
officers assigned full-time to recover these arrears? 

Ms Longo: Yes. I had to think back; I’m sorry. 

Ms Martel: Can you tell me how much money they 
were trying to collect? What were the outstanding arrears 
assigned to those 20 individuals? 

Ms Longo: I can’t tell you without going back to 
check. We assigned cases where there had not been any 
activity, but we’d have to go back to check how much 
money was involved in those cases. I can’t tell you off 
the top of my head. 
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Ms Martel: Could you tell me how much money was 
collected from that internal project? 

Ms Longo: I’d have to go back and check. 

Ms Martel: I would appreciate it if you would table 
this information with the committee, because I would like 
to make a comparison between the work done by your 
own staff, targeted, versus what the collection agencies 
have been able to do in the pilot project you already had. 

I’d also be interested in the collection agencies that 
did the work in the first pilot. Can you tell me if people 
were assigned full-time by the collection agencies, and 
how many, to recover whatever was recovered? 

Ms Longo: Yes. I think they did assign full-time 
people in the collection agencies, but I can’t tell you off 
the top of my head. 

Ms Martel: If you could table with the committee 
how many people were assigned through that year, that 
would be helpful. 

Ms Longo: Some of the cases that we started looking 
at, that had not been looked at in years before, would also 
be cases that went to the collection agency if we were not 
successful, because they would have fallen into the 
criteria. 

Ms Martel: If the 20 enforcement officers started in 
July 1998, when did they end their work? 

Ms Longo: I have to confirm that for you. I’m going 
by memory. 

Ms Karakatsanis: It is important to note, though, that 
the cost of the FRO staff enforcment was borne by the 
taxpayer. The cost of the private collection agency 
project was borne by the payers. 

Ms Martel: I understand that. My assumption would 
be that there is not as much in it for people in private 
collection agencies to go after some of this money, 
especially if it’s difficult to get at, whereas the FRO staff 
don’t have that same restriction. They are there because 
it’s their job to try to recover some of this money. That’s 
why I’m interested in finding out what was collected by 
each group. I would clearly like to see if there was a 
difference in the amount that was collected by public 
sector staff, whose job it was entirely to do this, or 
private sector collection agencies staff, who may or may 
not have been motivated, depending on if it was easy 
money in terms of return. 
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Ms Karakatsanis: We’|] get that information for you. 
The collection agency project, though, was in addition to 
all the enforcement tactics being taken by staff and was 
with respect to debt where monies hadn’t come in. 

Ms Martel: My understanding was that these 20 
people were assigned specifically to cases where there 
had been no payments. That’s all they were supposed to 
do. They weren’t on the phones acting as client service 
associates. Am I correct that all they were supposed to do 
was go after this money? 

Ms Longo: And examine those files, yes. 

Ms Martel: Then they would have essentially the 
same role as people in private collection agencies? 

Ms Karakatsanis: We’|] get you the information. 

Ms Martel: Let me ask now about the federal govern- 
ment. Do you receive money from the federal govern- 
ment at the FRO? 

Ms Longo: The answer is yes, but let’s to be clear on 
the context of that. We receive money that is garnisheed 
from federal sources of income for payers who owe 
money to recipients here. We don’t receive money 
directly from the federal government generally. 

Ms Martel: Can you tell me what this fund is: the 
development of justice child support implementation and 
enforcement fund? 

Ms Longo: There is a specific fund that the federal 
government set up, which was to support the imple- 
mentation of the child support guidelines. It supported 
provinces across the country on a couple of fronts. One 
was to help develop the promotion and information 
around the new child support guidelines. That’s not 
money that went to FRO but assisted in our courts 
program, for example. We also received money from that 
federal fund on a year-by-year basis to help implement 
some our technology changes. That’s what we used it for 
in Ontario; other provinces used theirs differently. 

Ms Martel: So, to implement technology changes. 
Can you tell me how much money you have received 
from the federal government to help you implement 
technology changes? 

Mr Costen: The figure is $1.6 million for the fiscal 
year 1998-99. 

Ms Martel: Did you receive money before that? 

Mr Costen: There was some money. I don’t have 
figures with me on that. That’s the present budget. 

Ms Martel: Could you provide this committee with 
the amount of money you have received from the federal 
government for technology improvements, not just in the 
last fiscal year but at whatever point the feds started this 
program? 

Can I ask this question? Are there federal audits— 

The Chair: Excuse me for interrupting. You’ll have 
to speak up—that is, yes or no or whatever the answer 
is—because Hansard cannot report head-nodding. Thank 
you. 

Ms Martel: Are there now federal auditors at the FRO 
auditing this money? 

Mr Costen: I don’t believe they are there now, but 
there is a plan that they will be coming in to look at how 





their money is spent, as they would with all programs in 
all provinces. 

Ms Martel: Is this department of justice staff? 

Mr Costen: To my understanding, yes. 

Ms Martel: Is this part of something they regularly do 
with provincial jurisdictions? 

Mr Costen: That is my understanding. 

Ms Martel: Have they given you an idea of the 
purpose of the audit? Have they given you their guide- 
lines, what they want to work with? 

Mr Costen: I assume it’s for the value of the monies 
they have spent, which we talked about earlier. 

Ms Longo: When the federal government set up the 
child support guidelines funding so all the provinces 
could implement the new rules, they set aside funding 
for, I think, four years. Part of the process would be to 
evaluate the spending of that funding at the end of it. I 
think the end of it is one year from now. This is year 
three of four. 

Ms Martel: Are the department staff now in all the 
other provincial jurisdictions as well or just in Ontario? 
Are they auditing all the provincial jurisdictions right 
now? 

Ms Longo: That would be part of the whole program. 

Mr Costen: I believe I was wrong in the information I 
gave you earlier. They have in fact been to our place and 
have found no problems with the way the money has 
been spent on the child support guidelines as it pertains 
to technology improvements. 

Ms Martel: So they have confirmed that the money 
was spent on technology changes. When were they in? 
Just in the last couple of weeks? 

Ms Longo: Yes, within the last month. 

Ms Martel: Will they be making a report public that 
would show what they were doing, or is this an internal 
audit? 

Mr Costen: That I don’t know. 

Ms Martel: But it was justice department staff; it was 
not the federal auditor? 

Mr Costen: Yes, it was justice. 

Ms Karakatsanis: It’s their program. 

Ms Martel: I want to ask some questions now about 
enforcement. 

The Chair: I’m sorry, but I wonder if the witnesses 
can speak up. Hansard is having a bit of problem picking 
up the various comments. 

Ms Karakatsanis: We’!I do our best. 

Ms Martel: I want to look at some of the enforcement 
tools that have been used. You have given us some 
information; I’d like to see if I can get some more. 
Firstly, can you tell me how many cases are currently 
registered with the FRO? Perhaps you can give that to me 
at the end of the calendar year 1999? The auditor 
reported 170,000, but that was as of March 1999. 

Ms Karakatsanis: It’s 172,609 cases. 

Ms Martel: Can you tell me the number of those 
cases which would be in arrears? 

Ms Karakatsanis: I have 128,000. That would be as 
of the same date. I believe it’s 128,000. 
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__ Ms Martel: The auditor used 128,000 cases in arrears 
_as of March 31, 1999. 

Ms Karakatsanis: I'll have to confirm for you the 
number as of December 1999. 

Ms Martel: That would be helpful. You’ ve said that 
_ by the end of 1999 the arrears were 1.227, so that has not 
been changed significantly. 

Let me ask, with respect to the enforcement tools— 
you’ve given us some information about drivers’ 
licences. I’d like to know how many passports you have 
suspended as an enforcement tool. 

Ms Karakatsanis: Four hundred and ninety-nine 
passports have been seized since 1997. 

Ms Martel: What is the amount of money that has 
been collected? 

Ms Karakatsanis: I don’t have the amount of money 
that has been collected specifically attributable to 
passports. I don’t think that’s available. 

Ms Martel: Do you keep that information as a matter 
of course? Is that something you track, because I’m 
going to ask the same question about a number of others? 

Mr Costen: On the federal passports, it may be 
difficult, first, because it’s in conjunction with federal 
statistics, but also it may not necessarily lead to more 
money. It may well be that a person has left and we’ve 
suspended the passport, so it’s difficult to actually give a 
figure as to how much that particular initiative brought 
in. We’re not tracking that. 

Ms Martel: If you can get it, that would be great. 

Let me ask about other federal licences. Do you have a 
category that would indicate that? 
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Mr Costen: That number we gave you includes all 
federal licences. Most of those are passports. 

Ms Martel: So 499 since 1997? 

Mr Costen: There may be a few like aviation licences 
in that group, but for the most part they’re are all pass- 
ports. 

Ms Martel: Second category: garnisheeing the pay- 
er’s bank account. You said you were doing $100 per 
month. Can you give us a total since that tool went into 
effect? 

Mr Costen: The tool that went into effect was the 
joint bank garnishment, which is an expansion of the 
traditional garnishment power. The figure that we have 
given you was the total number of garnishments. I don’t 
believe we have a figure for you on the joint bank 
account. 

Ms Martel: Sorry, let me clarify. I had two different 
tools: one garnisheeing a payer’s own individual bank 
account, which I thought was $100 per month, and the 
second tool would be garnisheeing up to 50% of a bank 
account with a third party. Are those two different 
enforcement activities? 

Mr Costen: They’re two different things, yes, but 
they are all collected together because they’re all garn- 
ishments. They all go through the same process. 

Ms Martel: So I should assume $100 per month for 
both categories? 


Mr Costen: It would be $100 to $135. 

Ms Martel: OK. What would be the total since that 
change in the legislation went into effect? 

Mr Costen: I don’t believe I have that number. 

Ms Karakatsanis: I think that a number of these 
enforcement activities are things where that we use 
multiple tools, so that we would be proceeding with the 
lotteries, with the federal garnishment, with a number of 
these simultaneously, and so it isn’t always easy to track 
what recoveries are precisely by what enforcement tool. 
We are tracking a number of them individually, such as 
the driver’s licence, which I talked about, and a number 
of them that I highlighted. They are more aggressive 
tools and we are able to track how much money comes in 
as a result of those specifics. But generally speaking, 
many of these others are simultaneous and it isn’t easy to 
track which particular enforcement tool has resulted in 
money coming in. We’ve got the numbers, the money 
coming in, but I’m not sure that we can provide them 
broken down discretely by each particular tool. There are 
some that we can and some that I don’t think we can 
provide. 

Ms Martel: OK, for those two items then, what 
you’re saying to me is that you probably couldn’t tell me 
what the amount of arrears collected was by using either 
of those two activities—the individual bank account 
garnishment or the third party? 

Ms Karakatsanis: We will look to see how specific 
we can be about how much each of these tools does 
generate, but I know in advance that we won’t be able to 
be precise, because in a number of cases there’s more 
than one action taken at the same time. 

Ms Martel: Let me just give you the other ones I’d 
appreciate some more information on. You talked about 
lottery winnings, but also you have the ability to garnish 
lump sum payments which would be severance pay- 
ments. Do you have some information about how many 
of those, and how much money has been collected? 
Second, the next one is with respect to default hearings. 
You said there’s been 100 initiated per week. I’d like the 
overall. Now default hearings were something you had 
before 1997, in any event. Am I correct? 

Ms Karakatsanis: Yes we used to initiate four a 
week, we are now doing more than 100. 

Ms Martel: Perhaps you could give us your default 
hearings in the fiscal year 1998-99, how many went for- 
ward and how much money was collected for defaults? 
Court orders against third parties who are sheltering 
assets, how many have been applied and if that’s gen- 
erated any money? And the credit bureaus, I would 
suspect that even though a lot have been done, I’m not 
sure that you could track how much money has actually 
come in as a result. That’s a whole different matter. 

Let me go back to something the auditor said about the 
enforcement tools. I’d like to get some information about 
them because I hear you, Deputy, when you say you 
really are trying to go at this more aggressively. The 
problem I have is with the ministry’s own response to the 
auditor’s concern and criticisms about enforcement, the 
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ministry’s own response that it was going to take the 
FRO two years to fully realize the impact of its more 
aggressive enforcement activity. I can’t understand, with 
all these tools at your disposal, why it’s going to take two 
years before we realize some very significant enforce- 
ment activity. I go back to what the ministry provided as 
a response in the auditor’s report. 

Ms Karakatsanis: The auditor was there in the very 
early days of some of these new tools. That’s why we 
believed it would be a while before we would be able to 
fully implement and fully gauge the effectiveness of 
these tools. We’re coming up to the two years soon. I 
think what you see is that a number of these tools have 
really matured. We are using them more aggressively and 
money is coming in. 

Ms Martel: It would be your submission that in fact 
the two years is almost over. I thought the auditor was in 
by the end of March 1999. 

Ms Karakatsanis: Maybe not. I believe we were 
looking at the period 1997-98. In any event, certainly a 
year has gone by since beginning a number of these, and 
it does take a while to get a sense of how aggressive we 
can be in these areas and how effective they will be. This 
is something we continue to monitor. 

Ms Martel: You’ve said to us one of the changes is 
that after 60 days in arrears the payers are contacted by a 
live body and then more enforcement is undertaken. Can 
you give us some idea of how people are tracked after the 
60 days? The auditor’s criticism was that because you 
had different case managers who were involved in differ- 
ent cases, there were huge gaps between enforcement 
actions. I want to know what new system you’ve put in 
place. Perhaps it is that people are hanging on to their 
own files now. What system are you putting in place so 
that after the first contact with a payer you are sure that 
the same individual is then following through with any 
number of enforcement activities to make sure money 
comes in? 

Ms Karakatsanis: There are a number of reports that 
the Family Responsibility Office uses to manage cases. 
As I mentioned earlier, when enforcement is required, the 
client services associates are assigned to a case and stay 
with that case while the enforcement is necessary. That is 
something that assists. They bring forward reports and 
user logs that do bring back the cases that require action 
according to the type of action that’s required. 

There are a number of other reports that are used. We 
are also looking at some new reports that will assist in 
tracking some of the cases. With the Y2K freeze now 
lifted, we'll be in a position to start to implement some of 
those reports to assist us in the monitoring. 

Ms Martel: Can I ask when your 60-day policy went 
into effect? 

The Chair: Can we get back to that later on? I think 
the 20 minutes are up. I’ve been more than generous. The 
government side. 

Mr Martiniuk: I will be sharing my time with Mr 
Johnson and Mr Hastings. 








I understand the ministry will be implementing a com- 
puter-telephone integration initiative. Could you tell us 
how that will work and what are the time frames 
involved in its implementation? 

Ms Karakatsanis: That’s coming soon. We’re very 
excited about it. It integrates the computer and telephone 
system so that as a call comes into the office, the case 
information is brought to the screen immediately. That 
saves valuable time, so that the client services associate 
doesn’t have to search for and bring up the file. That 
gives them a head start as soon as they’re on the phone. 

That is something we’re hoping will be implemented 
within the next couple of months. We believe that will 
help us provide more efficient service and hopefully will 
assist us in bringing the time that we need on the phone 
down and bring those wait times down as well. 

Mr Martiniuk: That program would be based on and 
supported by the imaging monitoring program. What’s 
the state of that? Do you have all the data in? What’s the 
time frame? 

Ms Karakatsanis: We have just been upgrading the 
data software imaging system. That does allow us to scan 
documents so that they’re available to client services 
associates as they need them and can therefore provide 
the information to the caller without having to go search 
a paper file. We have just completed some upgrades that 
will allow for a greater volume of users, and that is being 
implemented this week—on Monday. 

Mr Bert Johnson (Perth-Middlesex): I want to I 
understand some of the terms and so on that you use. The 
term “in arrears” was used. When do you consider 
someone in arrears? What I’m getting to is that in the 
project that you’re working on, those cases, as I under- 
stand it, haven’t had a payment made between six months 
and three years. How does that differ from arrears? 
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Mr Costen: Basically, arrears are when a debt is due 
and payable in accordance with the court order and 
money has not been paid. It’s as simple as that. So you 
may have arrears of two or three days when the payment 
is late, and that may show up on the system as arrears 
temporarily. When the cheque comes in, it would adjust 
accordingly. 

Mr Johnson: When you’re using the term “arrears,” 
you’re using zero tolerance for a late payment? 

Mr Costen: Yes. We don’t wait, like, 30 days. 

Mr Johnson: So that doesn’t have anything to do with 
the six months to three years and the $275 million that 
you’re doing under the three-year program? 

Ms Karakatsanis: That’s right. We have targeted 
arrears in cases where payments have not been made for 
six months for this enhanced private collection agency 
program. The Family Responsibility Office staff continue 
to work on cases to ensure that money is flowing and that 
those arrears do not build up. We agree that the sooner 
you Can get to a payer, the more likely you are to be able 
to collect that debt. So we are continuing the efforts to 
keep cases in compliance, and we are providing to this 
project those cases where payments haven’t been made 
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for more than six months. We’re not forgetting about the 
arrears of less than six months. I want to assure you of 
that. 

Mr Johnson: The other thing I wanted to get to is the 
enforcement tools, and I guess what I would call threats. 
We were told, I believe it was this morning, that although 
you have the enforcement tools for suspending some- 
-body’s driver’s licence, you would notify that person and 

they would have to make a payment or arrangements for 
payments within 30 days or you would implement that 
suspension? 

Ms Karakatsanis: There’s a third option. They can 
go to court for a reframing order. That is an order that 
would stop the Family Responsibility Office from pro- 
ceeding with the licence suspension. In order to do that, 
they have to at the same time apply to the court to review 
the arrears or a motion to vary the arrears, to reduce 
them. In other words, they would be disputing the 
amount of arrears that they feel should be paid in that 
case. 

Mr Johnson: Is that a common law right or is that a 
legislated right? 

Ms Karakatsanis: The legislation gives them the 
right to do that. 

Mr Johnson: That is in this legislation? 

Ms Karakatsanis: It’s in this legislation. 

Mr Hastings: Let’s go back to some of the matters we 
started to look at this morning. You mentioned in your 
presentation that the FRO now has some kind of e-com- 
merce orientation. This frightens me. I would like to 
know then, if you’re going to have some kind of—what 
did you call it?—-an E-CLIPS security system, what is the 
format of this security system? Is it a 128 standard? 

Ms Karakatsanis: I can’t answer that question. 
We’ve worked in partnership with the Royal Bank. It is 
an Internet-based system. It is a secure system. There is 
no personal information available on that system. It is a 
system that allows employers to remit payments from the 
payer directly to the Family Responsibility Office. It is a 
system that I understand is secure and that 171 employers 
are now participating in. But I think I’m going to get the 
answer to your specific question. 

Mr Hastings: Do you want to go back and check your 
software or whatever you’re using, because if it’s an on- 
line thing connected to the Internet, we’ ve just seen some 
of the stuff that’s been happening there in terms of these 
sites that are supposedly really secure, all the industry in 
the US said, and yet that’s not the reality of the situation. 

Ms Karakatsanis: As I said, we’ve worked with the 
Royal Bank. It’s their system and they deal with security 
on the system. 

Mr Hastings: If it’s a system that involves a private 
virtual network, something that’s off-line, then that 
would make me feel much better, if that is the situation. 
That would be my first question. 

Ms Karakatsanis: With your indulgence, Toni 
Mazur, who is in charge of our technology, is available 
and would be happy to answer questions. 

The Chair: Would you identify yourself, please. 
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Mr Toni Mazur: I’m Toni Mazur. I’m the senior 
manager of information systems at the Family Responsi- 
bility Office. 

The connection to the Royal Bank and the income 
source is done through a secure socket layer, the latest in 
information technology security on the Internet. The 
entire development process was undertaken by a sub- 
sidiary of the Royal Bank on our behalf and it was part of 
the requirements from the Family Responsibility Office 
that this be a very highly secure operation. 

Mr Hastings: Does that mean that it’s on-line or off- 
line? 

Mr Mazur: It is on-line. 

Mr Hastings: That means there is some kind of 
encryption used? 

Mr Mazur: That is correct. 

Mr Hastings: Have you or the Royal Bank actually 
tested it so that we don’t have to face the potential down- 
side on this, if there is one? 

Mr Mazur: Testing was undertaken both within the 
context of the government’s Year 2000 program and also 
by the Royal Bank with respect to all functions within 
that connection for security. 

Mr Hastings: I'd like to go back to the organizational 
stuff. Are you satisfied in terms of the information you’re 
using, the enforcement strategies you have in place, to 
ascertain where you will be, say, in a year or two years 
from now in terms of not only handling the incoming 
number of cases but also the ones you’re dealing with so 
that we have some benchmarks, some standards by which 
we can measure real progress? In your report we get 
some snippets of information, that driver’s licences, for 
example, provided about $32 million in monies back to 
kids and families, but it would be nice to have some kind 
of material brought to this committee that would show 
the next two to three years contrasted with what it was 
back six or eight years ago. That’s what I would like to 
see. 

FRO is now on a case management system to a great 
extent, but not totally? 

Ms Karakatsanis: That’s right. For those cases that 
require enforcement actions, they are assigned to a 
particular CSA. It’s a case management system for that 
particular function during that time. 

Mr Hastings: To what extent or when will the case 
management approach be the full focus of the FRO 
instead of the old issues management approach you used 
to use whereby the auditor said you could have up to at 
least three enforcement people or client service reps 
involved in tracking down the disappeared? 

Ms Karakatsanis: There are a number of questions. 
Perhaps I can start with your last question first. 

Mr Hastings: Before you do, I'll give them all to you, 
because some of these you may have to bring back. 

What I’d also like to know is, how did the issue 
management approach contrast with the case manage- 
ment approach in terms of the delays, in terms of the 
collection of monies, in terms of the return of phone 
calls? There is a whole set of indicators you could use. I 
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think you’re going to have to go back and look at how 
the organization was functioning from when it started up 
to 1995. I’d like to get some information in that regard. 
The focus of this committee has only been the auditor’s 
report, which is fine, but I think there is always a prior 
history involved in this stuff. It would be nice to get that 
kind of material in terms of how issues management 
slowed down or advanced the handling of cases, from the 
most simple through to the most difficult, versus the case 
method you’re now using. That would be an interesting 
situation to see. 
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My final question comes out of experience with 
constituents in terms of their—I don’t know whether it’s 
the lawyers or the courts or both. In some of the older 
cases I’ve seen in the last year or year and a half, 
roughly, the court orders that were developed by the 
family law lawyers or their assistants and what was 
brought about by the crowns in some instances weren’t 
very clear as to who was to pay, what the frequency of 
payment method was—all that kind of stuff—and when 
children became adults. I just had a case where a gentle- 
man is still paying for his 21-year-old son, who is not in 
university or not designated support by that family. In 
other words, he’s off on his own, but he’s still receiving 
payments. I know there are very few cases like that. You 
may not be able to answer that kind of a question today. 
How does how the court orders are written improve or 
delay your administration in executing what has to be 
done in a particular file? 

I talked to a judge once at a social gathering who said 
that in some instances, the court orders are not clearly 
written. I think that question would be very difficult to 
answer today, because I think you’d have to go back and 
look at some of them to get an anecdotal approach as to 
whether the lawyers don’t help their clients or do help, 
depending on what the set of circumstances are of some 
of these situations. Those would be my questions. 

Ms Karakatsanis: I’1l go in reverse order, and then I 
will save some time for Dave Costen to tell you about the 
efforts to standardize court orders. You’re quite right. 
Inconsistent court orders, unclear court orders, court 
orders that are not precise about when the support starts, 
when it stops, how much money’s involved—those all 
pose huge operational challenges for the program and 
huge areas of disagreement between the parties. That is 
an area where we have done considerable outreach and 
we are really trying to influence those who, at the end of 
the day, help to draft court orders. I will save some time 
for Dave Costen to respond to that. 

If can just touch on the other two questions that you 
asked, the first is about case management, and it is 
something that we need to review with respect to the 
efficiency and the cost-effectiveness of that approach as 
part of our ongoing, continuous improvement. It’s hard 
sometimes to isolate what impact one particular factor 
has on the overall efficiency of the organization. It’s 
early days yet to be able to contrast the effectiveness of a 
case-managed enforcement approach to the earlier ap- 





proach. We do agree with the auditor that having several 
different people on enforcement matters, particularly 
within a period of time related to enforcement of an 
order, was not as appropriate as the approach we’re 
currently taking. 

It is something we will continue to evaluate as we look 
at the overall effectiveness of the organization. It’s early 
days yet, though, to provide any specific contrast to the 
issues management approach. 

The one way that we try to measure the effectiveness 
of the organization as a whole, in our effectiveness in 
meeting our goal of getting more money to more families 
as fast as possible, is the performance criteria that we 
have for the program. Those, if you like, are benchmarks 
where we measure the amount of money flowing, the 
percentage increase of money flowing, the compliance 
rates. That’s a really objective assessment of whether 
more cases are in compliance or in substantial com- 
pliance than used to be. That’s a good objective measure- 
ment of the effectiveness of the program. 

We also measure access to the program by people who 
need it: How many calls are getting through, what’s the 
average wait time and, of course, what’s the turnaround 
time in getting money to families as fast as we can? 

Those are all objective performance measures that we 
have in place, that we have been tracking. Those help to 
give us the information to know whether we’re on the 
right track, and in all of those areas we’ve seen im- 
provement. 

Mr Hastings: Could you go back then and contrast 
those latest stats you have in these areas with what they 
were Six, eight years ago? 

Ms Karakatsaris: I haven’ t— 

Mr Hastings: You can’t do it right now, so I would 
like to see that kind of information supplied to the 
committee if you don’t have that, and it may take a little 
bit of homework. 

Ms Karakatsaris: I can give it to you now, if you 
like. The compliance rates: 58% today; 53% in 1994-95. 
Amount recovered: $367 million in 1994-95; $532 mil- 
lion projected for this fiscal year. That’s an increase of 
47%. Wait times are down; they are now around nine 
minutes. Average wait times: I have that compared to last 
year, which was 1,700, and I think in the fall of 1996 it 
was 400. So there have been improvements. The turn- 
around time in payments: 95% of the time we get money 
out within 48 hours, compared to up to 10 days back in 
1995. 

Mr Hastings: Do you have stats prior to 1995 on 
some of these categories? 

Ms Karakatsaris: I don’t. 

Mr Hastings: You don’t have them with you? That’s 
what I'd like to get. 

The Chair: That’s the 20 minutes. There was a 
question to the gentleman as well. So why don’t we get 
your answer. 

Mr Costen: We do a lot of work both with delivery 
agents, lawyers, the bench, and through our materials of 
payers and recipients, trying to get parties to make their 
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orders very clear as to how much is to be paid, when it is 
to be paid, and that the amount of money is very certain. 
_ What often happens is that there are contingencies 
built right into the clause in the order which create all 
_kinds of problems for us. For example, you might get an 
order that says the support payer is to pay $200 per 
month when employed and $50 per month when un- 
employed. The problem for FRO is, we don’t know when 
the person is unemployed, so we continue to enforce, but 
obviously the payer gets upset when he goes on EI. 
Those are the types of calls that come in to the call centre 
and create problems within the financial area. Oftentimes 
there will be an issue within legal as to how that is to be 
interpreted. Oftentimes the parties will sit down and say 
the payer is required to pay tuition fees, but nobody ever 
tells us what they are, nobody provides the information. 

What we try to do is put out sample clauses of en- 
forceable types of clauses, which will be a sort of FRO- 
friendly clause. We spend time with the bar and the 
bench. We’ve circulated these solutions to the judges. 
They are free to accept them as they wish, but our basic 
assumption is to keep everything simple. A lot of times 
when parties or lawyers work together, they have a 
solution that makes sense at the time they cut a deal, but 
when it comes to the office it doesn’t make so much 
sense. The enforcement officer or the financial officer 
wasn’t in the room when that provision was put together; 
therefore, it’s important, so that time isn’t wasted on that 
particular file, so that the clauses be kept simple, straight- 
forward, that you know exactly when the payment is due 
and by whom and at what time. 

The Chair: The official opposition. 

Mrs Boyer: I want to come back on the enforcement 
tools. I know that the payer has a legal responsibility to 
pay support and that the Family Responsibility Office 
has, as you mentioned this morning, a lot of enforcement 
tools. 

Pertaining to suspension of a driver’s licence or a 
passport, which is mostly the case I have in mind right 
now, as soon as this person who has been told he will 
lose his passport or his licence will be suspended pays 
the arrears and pays his dues, is his passport given back 
to him right away or is there a waiting period to be sure 
he goes on with his payments? 

I have a case of a person whose passport was sus- 
pended. He paid his dues, got his passport back and now 
he’s not paying. So right now it’s a game that he’s 
playing. I was wondering: How long can this go on? For 
how long is his passport suspended? 
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Ms Karakatsanis: I can’t answer specifically with 
respect to the passport. I can certainly tell you that with a 
driver’s licence suspension, and in principle if there’s a 
suspension, it should be lifted when the payment is made 
or when an agreement is reached for the payment of 
money over time. It should be lifted at that point in time. 

Administratively, I’m not quite sure how long it takes 
the federal government to reinstate. That is something we 
would hope to work with them to do as quickly as 
possible. The same thing with reinstatement of the 





























driver’s licence: When the payment is made or when an 
agreement is reached as to the repayment schedule, the 
licence should be reinstituted. 

Mrs Boyer: I know for a fact that with this passport 
suspension, as soon as the payer paid his dues, he got his 
passport back. But how long can you do that? This has 
been going on for quite a long time. Isn’t there something 
that can be enforced that after so many times, you lose it 
for good? 

Ms Karakatsanis: We do have to go back every time, 
but we can go to court. We can take a payer to court, 
particularly if they are deliberately not paying their 
arrears. A history like that would be evidence that the 
judge would take into account in determining whether to 
impose a jail sentence if payment isn’t made. 

Mrs Boyer: So the same thing could happen with the 
suspension of a driver’s licence. This is a sort of pattern. 
The payer is playing with the one who is waiting for the 
money. 

Ms Karakatsanis: If they go into breach again, if 
they’re determined not to pay, we would either have to 
go for a licence suspension again, or we would likely 
then consider court the next step. 

Mr Costen: In a situation where a voluntary arrears 
payment schedule is breached, we would issue a second 
notice, which means that the person would be on notice 
that we would suspend the licence again. In a second- 
notice situation, they are not entitled to go for a refrain- 
ing order. However, if they pay off all the arrears and 
take it right back to zero, then we have to start the 
process all over again. That’s the way the legislation is. 

Mr Patten: I have a couple of quick ones. I’m curious 
about postdated cheques. If I understand this correctly, if 
someone sends in 12 postdated cheques, from now on 
they will be charged $35 per cheque or for the year? 

Ms Karakatsanis: Per cheque. 

Mr Patten: That’s pretty high. Landlords ask people 
to do that, and they’re glad to receive them. Are you not 
vulnerable to someone saying: “This is a valid way in 
which it has been done. There are precedents for it. I’ve 
done it before’? I appreciate that it costs a bit more time, 
but $35 to take a cheque and put it in a bank account—if 
you had staff like that, I wouldn’t mind a few of those 
wages. 

Are you not vulnerable to someone taking you on on 
that and saying: “This is discriminatory. It has been a 
legitimate form of payment. You’ve asked for it in the 
past, we’ve provided it in the past, we want to continue 
it, and now all of a sudden you are going to—”? I can see 
a small fee, but $35 a cheque is a bit much for some 
people, especially if they are in a lower category of 
payment. 

Ms Karakatsanis: The key is that alternatives are 
available. There are pre-authorized payments, telebank- 
ing, payroll deductions and the new Internet payment 
system. There are simple and easy alternatives available, 
so we do not think we’re vulnerable in terms of any legal 
challenge. 

In terms of the business sense, this is administrative 
effort that could otherwise be directed to enforcement 
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activities. There are simple and easy alternatives—mak- 
ing electronic payments. In fact, we have seen electronic 
receipts increase from 25% at the time of the audit to 
36% today. Given the trend for e-business and the trend 
in the banking sector, that’s going to continue to rise. 
There are simple, easy-to-use alternatives to avoid the 
cheques. It does involve extra work for the Family 
Responsibility Office, work that could be directed to 
enforcement. It’s the cost of doing business. 

Mr Patten: My only point is that for every big sys- 
tem, particularly big government, there are always 
extenuating circumstances for somebody that this is a 
better way for them. I don’t want to waste my time on 
that issue. 

In terms of the collection agency that is going to be 
collecting arrears, and they are finally able to recoup 
some money—and I know these are accounts beyond six 
months, and some of them are a long-shot, so to entice an 
agency to do it they would get a fairly health fee. Let’s 
say they are able to recoup some money. Where does that 
30% go? Who pays it? What are your criteria? Does this 
go to the spouse, for example? The 30% you have to pay 
the agency: Who pays it? Does it come out of the amount 
that is being recouped? Is that less for the spouse who is 
waiting for the money? How does that work? 

Ms Karakatsanis: The 25% is added to the total 
amount of the arrears. As money comes in, it goes to the 
recipient first. The fees are the last thing to be paid to the 
collection agency. 

Mr Patten: The fee is added to— 

Ms Karakatsanis: It’s added to the total debt. 

Mr Patten: I see. OK. 

Ms Karakatsanis: As money comes in, it is applied to 
arrears for the recipient first, and only after that is paid 
off— 

Mr Patten: So the person in arrears is paying that fee. 
OK. I understand. Good. 

I have a technical question—it’s how the auditor’s 
office works. There are a lot of things in this program 
that revolve around computerization, which is going to be 
the ultimate saviour of the program, but there have been 
difficulties throughout. My question to the auditor, first 
of all is, there are two or three occasions in which you 
made comment, waited for response and went back at it. 
What happens? Are you still on this file, or once you 
have made your report you have a choice of going on to 
other ministries? Is this a live file for your office? 

Mr Peters: Yes, it would be a live file. For the 
moment it’s not live. For the moment it’s in the hands of 
this committee to follow up on our report. But the next 
follow-up on this program will be for our 2001 report. In 
other words, we’re going to follow up in two years. We 
always follow up two years after we have audited a 
program, as to where it stands. 

Mr Patten: OK, so it’s up to us. So you see, you’re 
going to have to relate to us. 

Ms Karakatsanis: If you like, I could address why we 
made the choices we did about technology. I'd be happy 
to answer that question. 


Mr Patten: No. Truly it was a question with the 
auditor’s office. I don’t know how long they continue 
with something, but he has answered the question. 

The success indicators you gave before—did you ask 
for a report on that at another juncture, John? 

Mr Hastings: Yes, I’ve asked for some statistics on 
that— 

Mr Patten: OK, that’s on the system itself. Deputy, 
on the indicators you were talking about before—in 
terms of level of arrears, number of people on the system, 
the waiting time, the backlog etc; you ran through a 
number—could you give this committee a report in a 
reasonable time? Let’s say in June. Do you have 
junctures or do you track this on a monthly basis? 

Ms Karakatsanis: Yes, we do. 

Mr Patten: On a monthly basis. 

Ms Karakatsanis: And we have measures that we are 
targeting to meet for the end of the fiscal year as well. 
1450 

Mr Patten: Could I then ask that you share that, just 
for a period of time. There are some small indications, I 
think, that it’s turning around. 

This is my suggestion, by the way, on your call centre 
survey. We would necessarily receive people who are 
either desperate or are in the category where they’re not 
satisfied, and if that is so, you might do a quick survey of 
maybe 30 MPP offices, because, believe me, some of that 
is not working. 

In terms of the computer system, the maintenance en- 
forcement computerized accounting system, that was an 
adjustment to your computer program from further 
requests, right? This was in 1998. The auditor is saying 
that it’s still not dealing with the original questions that 
were identified. But I note that in the response of the 
ministry they’re saying: “Listen, we’re going to get on 
this. We’re going to develop the archival function that 
the auditor’s office had identified and the improvements 
on its function for your staff to be able to draw on the 
data when they’re working to do that.” Did you report on 
that this morning? I wasn’t here in your first 20 minutes 
Or So. 

Ms Karakatsanis: I touched on it briefly. I’d be 
happy to do so in more detail. First, with respect to 
statistics from 1987 to 1992, I don’t think we have very 
good information, and they weren’t necessarily tracking 
this or tracking the same thing, so I’m not very optimistic 
that we’ll be able to provide you with information. We 
chose 1995 because it was just before the transition to the 
new program, as a way of measuring the success of the 
program. It was opted in previously. That was a different 
program. 

With respect to the computers, following the auditor’s 
1996 report, we did look at the program, at the evolving 
mandate, the advances in technology that were available 
to provide solutions to the problem. For us, continuity of 
service iS so critical. We decided to take the more cost- 
effective and less risky route of implementing technology 
solutions that did not involve complete replacement of 
the system, but, rather, involved enhancements and im- 
provements to the system. Performance has improved 
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since the summer of 1998 and we do use technology. We 
are among the most sophisticated users of technology in 
the public sector. We’ve been able to implement many 
improvements while maintaining that service. I’ve talked 
today about the turnaround time for the receipt and 
disbursement of funds. There are a number of new initia- 
tives that I’ve referred to: the E-CLIPS project; the 
-computer-telephone integration project, which we are 
going to be implementing shortly; the automated phone 
system which requires changes to the program—I’ ve 
forgotten the fourth one. We are looking, as well, at 
secure internet access for the social assistance benefits 
and the panel lawyers. 

We have completed the architectural review that we 
had indicated to the auditor we would complete. We will 
be developing data archiving this year and looking at 
other improvements. The upgrading of the document 
imaging has been concluded, and as I mentioned earlier, 
we’ll be implementing the upgrade on Monday. So we 
are constantly looking at ways to improve the system. 

For us, continuity of service is key. We took the 
choice that we felt was more cost-effective and less risky 
to the continuity of service by making improvements to 
the existing system rather than replacing the system 
entirely. 

Mr Patten: The auditor had suggested some other 
indicators in your performance list and one of them was 
the age of accounts in arrears. I gather you’ ve comment- 
ed that you are able to identify those now. 

Ms Karakatsanis: We track the age of arrears, and 
we ve talked about it today. We did the one program for 
arrears of more than three years, and now we’re expand- 
ing for arrears of more than six months. So we do track 
the age of arrears. It’s a factor that helps us in deter- 
mining what kind of enforcement techniques would be 
the most effective in that case. We did decide to start 
with the hardest. 

Mr Patten: Do you have a person who responds 
where the person is an exception? For example, we had a 
case where a person had completed their support pay- 
ments two years ago and the collection agency was on 
this guy’s neck. In situations like that where all of a 
sudden the person is going to be cut off or has been cut 
off, but there’s a mistake, do you have an emergency 
response to a situation like that, either way? In other 
words, they don’t fall within your normal category. 

Ms Karakatsanis: I was going to say we can’t 
terminate support orders. That has to be done through the 
order; it’s not something the program can do. The court 
order has to be changed or the parties have to agree that 
certain facts have occurred. Both parties would have to 
agree that some event has occurred which means that 
support payments should stop, unless the order is very 
clear on the face of it. Sometimes it’s that kind of a 
dispute. But yes, we do have a system in place to deal 
with those cases where we’re proceeding against 
someone who disputes the arrears, and obviously we 
would move very quickly in those cases. 

Ms Martel: Let me go back to a question Mr Patten 
raised about how private collection agencies get paid. 

















You said that when the money comes in, recipients are 
paid and then money goes to private collection agencies. 
What happens in the case where 100% of the arrears 
doesn’t come in? 

Ms Karakatsanis: If the collection agency doesn’t 
bring in any money— 

Ms Martel: No, if they bring in some but not all of it, 
do they still get paid under that circumstance or are they 
paid only when all of the arrears have been paid to the 
recipient? 

Ms Karakatsanis: No, there’s a scale. Dave. 

Mr Costen: This is only under the collection-of- 
arrears pilot project, because the enhanced CAP pro- 
ject—these details have not been worked out. With 
respect to those situations where there hasn’t been a full 
payment, there is a scale by which the collection agency 
gets some money, up to a threshold of 25% of the 
payment, but the total arrears are never taken off the 
books. If we haven’t got all the payment, we will 
continue to enforce until we get all of the money, and the 
recipient is not out of pocket because of that. 

Ms Martel: Well, the recipient is out of pocket right 
up front. Let’s say 50% of the arrears comes in, which is 
supposed to go to the recipient, and you take 5% of that 
and give it to the private collection agency, that’s money 
she’s out, right? 

Mr Costen: You have to bear in mind that under the 
CAP project this was money that nobody was getting. 

Ms Martel: That’s not my question. The deputy said 
early on, very clearly, that this system is only being paid 
for by delinquent payers. She made that very clear. This 
was with respect to private collection agencies. What you 
are telling us now is that in fact recipients don’t get 100% 
of all of their arrears first off, before you pay collection 
agencies. In fact, if they get some money coming in, 
some other money that comes in that’s supposed to be for 
them is actually being siphoned off to pay for the private 
collectors, right? 

Mr Costen: Up to 25%, until such time as the whole 
payment is made. 

Ms Martel: Then recipients did pay for some of this 
pilot project, didn’t they? 

Ms Karakatsanis: The payers paid for it. It was their 
money. 

Ms Martel: Owed to recipients. 
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Ms Karakatsanis: This is on cases where payments 
hadn’t been received for three years. This is not money 
that recipients paid; payers paid for it. The numbers I 
gave you were numbers that were paid to recipients. 

Ms Martel: But, Deputy, you said this project was 
only being paid for by delinquent payers. My argument 
is, if money that comes in from a payer that’s supposed 
to go to a recipient doesn’t all reach her, then she and her 
family are paying for part of this project, aren’t they? 
You have no guarantee that 100% is ever going to come 
in. Why would you ever be giving the private collection 
agency any money until the recipient has received 100% 
of what she’s supposed to receive? 
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Ms Karakatsanis: I disagree with the way you’ve 
characterized it. This is money that recipients would not 
otherwise be getting. It’s money that went directly to 
recipients. We’ve told you the total amount that went to 
recipients and that they will be getting. It’s money they 
weren’t otherwise getting. 

Ms Martel: Deputy, you have no guarantee that 100% 
is going to come in, do you? You don’t. The payer may 
Start paying. He may send a few cheques in and then he 
may stop. In the meantime, of the money that came in, 
which should be going directly to recipients, some of that 
money was diverted to the private collection agencies. 
Correct? 

Ms Karakatsanis: In the meantime, money came in 
that wasn’t otherwise coming in. It came in as a direct 
result of the enforcement actions taken by the private 
collection agency. 

Ms Martel: But it’s not correct to say that in fact 
recipients didn’t pay for this. In some cases, they sure 
would have. Money that should have gone to them went 
instead to the private collection agency, which wouldn’t 
have happened, for example, if FRO staff were actually 
collecting these arrears. Right? 

Ms Karakatsanis: There is no fee for FRO staff to the 
payer or the recipient or collection— 

Ms Martel: Right. So all of the money that the FRO 
staff bring in in terms of arrears goes directly to the 
recipient. Right? 

Ms Karakatsanis: Yes. 

Ms Martel: So what you’ ve got happening— 

Ms Karakatsanis: Paid for by the taxpayer. 

Ms Martel: Right, except it’s money that’s also owed 
to recipients. They have a legal obligation to receive it. 

Ms Karakatsanis: And we are assisting them in 
getting that money. The taxpayers have determined that 
this is a priority, that it is worth investing in getting the 
money to the women and children who deserve it. 

Ms Martel: I would argue that 100%. 

Ms Karakatsanis: We are looking for alternatives, 
though, that make payers bear some of the cost of 
enforcement. The fees that are payable are payable by the 
payers, and the money that’s coming in under the CAP 
project is money that wasn’t coming in, hadn’t been 
coming in for three years. The way I look at it is, at the 
end of the day those recipients got money in their pockets 
that they were not getting before. The CAP project 
located $8.7 million for women and children who are 
entitled to that money and who were not receiving it. We 
think that’s a success. 

The Chair: How much money was that? What was 
the number again? 

Ms Karakatsanis: Some $8.7 million was located. I 
know that about $1.7 million of that is under agreement 
to be paid. That’s not money they’ ve actually got in their 
hands yet, but there is an agreement to be paid. But the 
rest of it is actual money that is now in the hands of 
families who need that money. 

Ms Martel: I would argue that if the office had ever 
been staffed up fully and the staff had their own enforce- 
ment mechanisms to use, they could have done the job. I 
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don’t blame you for that. I certainly blame your previous 
minister and the current one. If the office was adequately 
staffed, then people could use the enforcement tools and 
get at this money. 

How much money did private collection agencies get 
from the CAP project that should have gone to recipi- 
ents? 

Ms Karakatsanis: We were getting the actual break- 
down of the numbers. 

What’s the question again? 

Ms Martel: How much money did the private col- 
lection agencies get from the CAP project because of the 
fact that they get money on a sliding scale? 

Ms Karakatsanis: We’d have to check that. 

Ms Martel: Is the same kind of agreement going to be 
put in the second round of pilot projects? 

Ms Karakatsanis: We haven’t yet negotiated the 
terms of the second agreement, but the fees will be pay- 
able by the payer, not the recipient. 

Ms Martel: How will that be done, then? The minister 
clearly said on more than one occasion that fees were 
being paid for by the payer. Now we find today that in 
fact some of these fees are being paid for by recipients 
because it’s money they don’t get. Right? 

Ms Karakatsanis: It’s never money that recipients 
pay. It’s always money that payers have paid. 

Ms Martel: It’s money they’ re entitled to receive, and 
instead of receiving 100% of it, some went to collection 
agencies. 

Ms Karakatsanis: They’re entitled to receive all of 
the support payments. It’s sad that some parents don’t 
meet their support obligations. 

Ms Martel: Yes, it is. 

Ms Karakatsanis: We do everything we can to get as 
much money as we can as quickly as possible. The CAP 
project located $8.7 million on cases where payments had 
not been made in more than three years. That’s $8.7 mil- 
lion that they received. 

Ms Martel: Deputy, we’ve already had the argument 
about how much of that $8.7 million is truly related to 
private collection agencies and their work and how much 
would be related to work FRO staff did starting in 
October 1999. 

Ms Karakatsanis: I will get you the exact breakdown 
of the numbers, because they are available— 

Ms Martel: That would be great. 

Ms Karakatsanis: —but I will say again that these 
numbers are as a result of that project, and FRO staff are 
acting on information that was obtained by the private 
collection agencies. 

Ms Martel: But they’re doing the work. FRO staff is 
doing the work. 

Ms Karakatsanis: They’re doing some of the work. 
Of course they are. 

Ms Martel: That’s right. 

Ms Karakatsanis: They’ |] continue to do work. 

Ms Martel: Which other provinces impose user fees 
when you send in postdated cheques for payment? 

Ms Karakatsanis: I don’t know the answer. 
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Ms Martel: Which other provinces impose user fees, 
period, for administrative work in their own support 
system? 

Ms Karakatsanis: I don’t have that information. 

Ms Martel: I would like you to try and find that 
information for this committee. I’d be interested to know 
if Ontario is the only one that now wants to implement 
user fees for information that people should have a right 
to have without a charge, or user fees for doing some- 
thing that they should be doing, which is making pay- 
ments. 

Let me ask about the staffing levels. The 96 more 
client service reps: Are these full-time, permanent posi- 
tions? 

Ms Karakatsanis: These are full-time, permanent 
positions. 

Ms Martel: Was the $6 million added to the base 
budget of the FRO? 

Ms Karakatsanis: Yes, the $6 million was added to 
the permanent base budget of the FRO. We had had 
temporary funding in previous years for specific projects, 
but this is permanent base funding. 

Ms Martel: In terms of staffing, you’re up to 442. 
Can you tell me, of those, how many are client service 
reps who would do enforcements? 

Ms Karakatsanis: I think it’s 140; 139 is the exact 
number. That’s up 40% since June 1995. But it’s 
important to remember that other staff—our legal serv- 
ices staff, the 107 panel lawyers across the province, the 
financial support staff—are involved in enforcement. So 
I don’t want to leave the impression that it’s just the 
CSAs, the client services associates, who are doing the 
enforcement. They all play a key role. 

Ms Martel: Does the 140 include the 96 new staff? 

Ms Karakatsanis: Yes, it does. That’s the number 
today. 

Ms Martel: How many lawyers are on staff at the 
FRO? 

Ms Karakatsanis: Eleven lawyers are on staff in legal 
services. I believe that’s lawyers. There are 11 on staff, 
and there are 107 panel lawyers across the province. 
That’s another private sector partnership that we have, 
with panel lawyers who are available to act on default 
hearings for the program. 

Ms Martel: Does the FRO pay their fees per default 
hearing? 

Mr Costen: Yes, they do. 

Ms Martel: How many people are in your finance 
branch? 

Ms Karakatsanis: Financial operations support staff 
is 268. 

Ms Martel: Of those, which ones would be directly 
responsible for making amendments to files in terms of 
trying to get money in with a federal garnishment etc? 

Ms Karakatsanis: I don’t have that level of detail. 

Ms Martel: You said earlier that we’ ve got about 500 
cases per client service rep and that’s an appropriate 
standard. Can I ask what that would be in other juris- 
dictions? What would someone in a similar position have 




















in terms of a caseload in Quebec, Manitoba, BC, 
Alberta? 

Ms Karakatsanis: I don’t have those numbers handy. 
I should say that with respect to caseload, the cases really 
range in complexity. The 500 is an average, and it really 
does depend on the complexity and the range of cases in 
that. It’s something that managers do keep an eye on, and 
they are monitored by managers. As I mentioned, they 
are supported by teams that include the legal and 
financial officers. 

Ms Martel: Do you know how our staffing levels 
compare to other jurisdictions? By “compare,” I mean in 
terms of number of cases registered and staff dealing 
with those cases. Do you do that kind of comparison, that 
kind of work? 
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Ms Longo: That’s a difficult question for us. Ontario 
has more cases than all the other provinces combined. 
More of the other provinces have opt-in programs. We 
have the only universal program like this so we have a lot 
more cases, so it’s hard to compare the apples and 
oranges; it makes it difficult. They have much smaller 
numbers of cases and they don’t necessarily have all the 
enforcement kinds of tools and therefore the requirement 
to staff according to those tools. We’ve tried for a long 
time to find apples and apples and oranges and oranges to 
be able to satisfy ourselves, to satisfy the auditor; the 
auditor tried doing that. It’s been a challenge. 

Ms Martel: Could you make a comparison about how 
much is spent here to collect a dollar of support owed 
versus what is spent in other jurisdictions? 

Ms Longo: I don’t have that here right now. My best 
recollection is that the last time we did it, it was about 
five cents of our dollar to collect a dollar, and BC was 
about 27 cents a dollar. Our record was good. 

Ms Martel: Do you know when that goes back to, that 
comparison? 

Ms Longo: It’s probably six months, 10 months ago. 
I’d have to go back and get it; I didn’t bring it. 

Ms Martel: If you could provide that to the com- 
mittee with whatever comparisons you have to BC and 
other jurisdictions, that would be helpful. 

Ms Longo: But I’d just give you the caveat that it’s 
very hard to get apples and apples. 

Ms Martel: Let me ask you about computers. The 
auditor has made it clear to this committee that in fact the 
changes that you’ ve made to your MECA system through 
your FRONT initiative—I'll just use the acronyms—will 
not respond to the concerns he raised in both 1994 and 
1996. I'm wondering if you could respond to that com- 
ment. 

Ms Karakatsanis: The changes we’ve made with 
FRONT have really assisted the client service associates 
in being able to provide a user-friendly way of accessing 
the information in the system. It was the Family 
Responsibility Office’s assessment that the best way to 
go was to make improvements to the system rather than 
replace the entire system. We have just recently finished 
our architectural review of the system and are now 
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reviewing further improvements. It is a continuous 
improvement process and we will be developing, as the 
auditor had recommended, an archiving function. It was 
the office’s assessment that the most cost-effective and 
the least risky way to go, bearing in mind the need to 
build into the system more enforcement tools and to be 
cautious about maintaining continuity of service, that the 
better way to proceed was through improvements. So that 
was the assessment of the office. The technology has 
certainly improved since the summer of 1998, and we 
have completed the architectural review and we will be 
reviewing the findings of that. 

I’ve mentioned a couple of the new initiatives we have 
and I won’t repeat myself, but the computer-telephone 
integration system is one that we think will be very 
helpful to this end. I’ve talked about E-CLIPS and the 
other—you know, the full-time voice-automated system. 

Ms Martel: How much money has been spent by 
FRO on new technology, and I mean in computers, to try 
and respond to the auditor’s 1994 and 1996 reports? 

Ms Longo: We have to put it right in particular fiscal 
years, but it’s about $5 million in the last three or four 
years to upgrade that. 


Ms Martel: In total. 


Ms Longo: To add one thing to what the deputy said, 
if we were going to replace the whole system, as was 
suggested in 1994, and as some people thought—because 
the easiest thought is of course to say: “Get rid of that; 
build it new.” It sounds easy. It would take two or three 
years to build a computer system the size of the FRO- 
MECA system. It’s a long time and many millions of 
dollars to do that. To keep the business running, to 
implement the kinds of new initiatives we had in front of 
us and to try to improve the enforcement, it was smarter 
and more cost-effective to fix the system and build on to 
it. That’s been tried in many other similar systems where 
you can improve the system. The one thing we’re going 
to do out of the architectural review that will help is the 
archiving function, because it never had a built-in 
archiving function. All the cases in our system—even 
when they’ ve terminated, the kids have grown up, it’s all 
over with—stay in our system, so when we run, Say, a 
batch for month-end it has to run through all those 
names, even those who are all gone, they’re all finished, 
they’re fine. So we need to take them out and park them, 
because they’re finished. That will help speed things up. 
Things like that weren’t anticipated but they can be fixed 
now without having to spend millions and millions and 
millions of dollars to rebuild and not have any 
productivity and improvement during that building time. 

Ms Martel: Can I ask what would be the estimated 
cost to redo the system? 

Ms Longo: I’ve no idea, except it would be very 
many millions. 

Ms Martel: Would that not have been looked at when 
you had a request for proposals in November 1996 for 
computer consulting services? It says, “To review the 
existing Computer system, identify needs, make recom- 


mendations.” Would that issue not have been part of 
what people were asked to look at at the time? 

Ms Longo: No, that RFP asked them to look at 
making improvements on the system we had, in the con- 
text of implementing the changes that came from the new 
legislation in 1997. That RFP did not ask people to 
design a new system. 

Ms Martel: When has the FRO asked someone for a 
new design so we can get a good handle on what those 
costs would have been? 

Ms Longo: They haven’t. 

Ms Martel: So how can you make an assessment that 
it would be—I don’t even know how much you said— 
millions and millions and millions of dollars, without 
having had anyone take a look at that and provide you 
with some concrete information? 

Ms Longo: I can’t give you an assessment of what it 
would cost, except that a computer system of that size 
and scale would be in the millions. 

The Chair: With that, the 20 minutes are up. The 
auditor wanted to make a comment before I go to the 
government side. 

Mr Peters: Just to clarify, in 1994 we recommended 
that the office improve its computer system and ensure 
that the deficiencies identified are corrected. It was at 
that time the ministry that responded. I’ll read directly 
from the ministry response. It says, “The ministry also 
believes that the current computer system must be 
replaced.” Those were the words used, and those were 
used again in 1996. I appreciate the point you are making 
now. I just wanted to clarify for the record that you have 
decided to go to an incremental improvement, as opposed 
to a whole throwing out and redeveloping. I just wanted 
to clarify the record on that. 

The Chair: Mr Martiniuk. 

Mr Martiniuk: Considering that we have now been 
here for over four hours, no doubt the deputy and her 
staff are somewhat tired. Considering also that the 
opposition and the third party have had an extra turn, I 
think it has always been the intent that we would at some 
time adjourn to an in camera hearing to consider our 
report after hearing from the deputy. I would think this 
would be a suitable time. I would therefore move that we 
adjourn to an in camera session to consider the com- 
mittee’s report in regard to the FRO. 

Ms Martel: Mr Chair, I disagree, because I would like 
to continue with questions. But I see the government has 
a majority here today, so I’d like a recorded vote. 

The Chair: Any other comments? This is debate on 
the motion. Mr Peters, do you want to make a comment? 

Mr Peters: I had a few questions that I wanted to ask 
in relation to some of the things, if I would be permitted 
to ask those questions before there is adjournment. 

Mr Martiniuk: I would stand my motion down until 
you ask your questions, Mr Auditor. 

The Chair: All right, Mr Peters; go ahead then, sir. 

Mr Peters: For clarification I just wanted to under- 
stand some of the numbers that were given. One is on the 
staffing. At the time we conducted the audit, there were 
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120 full-time enforcement officers, or so-called client 
service associates, and 80 contract or temporary enforce- 
‘ment officers. You indicated that there has been an 
addition of 96. I was wondering how many of the 96 had 
gone into this enforcement area. 

1520 

Ms Karakatsanis: We will give you the numbers. 
There are currently 139 client service associates. Of the 
contract staff, some of those contract staff were hired as 
permanent employees. The 96 went both to additional 
client service associates and backups, assistants for the 
client service associates. 

Mr Peters: So in total there were 200 at that stage. 
How many are there now in total, that is, taking full-time 
plus contract? You don’t have to have the numbers right 
now, but if you could supply them I think it might help. 

Ms Karakatsanis: I’m not sure we’re counting the 
same categories. There are 442 staff now. As I mentioned 
earlier, some of the other staff are involved in enforce- 
ment activities, legal and other. I’ve given the numbers 
for the— 

Mr Peters: The numbers I have are the numbers that 
you agreed were involved in the enforcement area at that 
time. That was 200. Maybe if you could develop new 
numbers, that would be— 

Ms Karakatsanis: I can’t tell you precisely how 
many of the financial—I mean, legal services is obvious- 
ly involved in enforcement as well. 

Mr Peters: The second question pertains to the $275 
million, the 24,000 cases that were turned over to a 
private collection agency. I just want to understand a 
little bit more about that, if you wouldn’t mind. One is, 
does it continue— 

Ms Karakatsanis: That’s what is being proposed for 
the enhanced private collections. 

Mr Peters: Oh, being proposed, OK. Thank you very 
much. But the $275 million—the policy of the ministry 
continues to be not to calculate interest on these arrears. 
In other words, since these proposed arrears are $275 
million, they will not include any interest owing in 
accordance with court orders awarded to recipient 
people. 

Ms Karakatsanis: It includes interest where that has 
been calculated by the recipient and provided to the 
Family Responsibility Office. We’d like to be able to 
calculate interest, but it’s really not practical or cost- 
effective. We have orders that are all over the place in 
terms of interest, and we would require separate formulas 
for different kinds of orders related to interest. We are 
working to standardize formulas. You heard Mr Costen 
talk about our efforts in that regard. We are consulting 
with our colleagues across the country about calculation 
of interest. But those arrears include interest where the 
recipient has calculated the interest and provided it to the 
office. 

Mr Peters: I see, because our quick calculation—over 
the last two years we found that 60% of the court orders 
included an interest component. If you assume 6% on the 
six months to three years, we’re looking at potentially $8 


million that may be owing to spouses, on that calculation. 
It’s three and a half years at 6%; three and a half years, 
average 1.75, at 6%; take 60%. It is quite an amount. I 
was just wondering if it could be considered in the new 
architecture, that possibly with the new technology in 
place interest would be considered. 

The last question, you’ll be happy to note, is that you 
mentioned that the $275 million that’s proposed is arrears 
where there has not been any payment. 

Ms Karakatsanis: For six months. 

Mr Peters: For six months to three years, not any 
payment. What activities are taking place on those, over 
the six months to three years, where there are insufficient 
payments, that they’re still owing quite a bit of money 
but they have made some payments? I’m just wondering, 
are any of these planned to be turned over to the collec- 
tion agency as well, or who is doing the collecting of 
those amounts? 

Ms Karakatsanis: Family Responsibility Office staff 
will continue with the enforcement tools we talked about 
this morning and this afternoon. 

Mr Peters: Thank you very much. Those were my 
supplementary questions. 

The Chair: Thank you. We have a motion on the 
floor to adjourn to an in camera session to consider the 
committee report in regard to the FRO. Any further 
discussion? 

Ms Martel: For the record, I think it’s worth pointing 
out that the committee has already agreed that we would 
sit on March 1 without having any deputations before us, 
solely for the purpose of determining what we would put 
in our report. So we already have two days scheduled 
where this could have been done, and there is no reason 
for us to have to finish questioning here today. I regret 
that the government is moving this motion today. 

The Chair: Just for the record, the schedule that I 
have, Ms Martel, is that for February 29, the environ- 
ment, chapter 4, was going to be dealt with. On March 1, 
health, chapter 4, was going to be dealt with. But there 
was a discussion at the last committee, in general terms, 
that there may very well be times on these two days to 
deal with the committee report as well. I just wanted to 
correct that those days weren’t specifically set aside only 
to deal with the committee report. 

Any further discussion on the motion? All those in 
favour? 


Ayes 
Hastings, Johnson, Martiniuk, Munro. 


Nays 
Cleary, Martel. 
The Chair: It’s carried. So we move to an in camera 


session at this time. 
The committee continued in closed session at 1526. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Thursday 17 February 2000 


The committee met at 1045 in committee room 1, 
following a closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF FINANCE 


Consideration of section 3.07, provincial personal in- 
come tax revenue and related credits and reductions. 


The Chair (Mr John Gerretsen): Good morning. I’d 
like to call to order the meeting of the standing commit- 
tee on public accounts dealing with section 3.07 of the 
1999 annual report of the Provincial Auditor, dealing 
with provincial personal income tax revenue and related 
credits and reductions. 

I’d like to welcome everyone here, particularly the in- 
dividuals from the ministry. We’d like to start with a 15- 
to 20-minute presentation by the ministry, and after that 
there will be questions from the members of the com- 
mittee. Good morning, sir. 

Dr Bryne Purchase: My name is Bryne Purchase. 
I’m the Deputy Minister of Finance. Mr Roy Lawrie, is 
the assistant deputy minister of the tax revenue division. 
Mr Tom Sweeting is the assistant deputy minister, office 
of the budget and taxation. Mr Patrick Deutscher is the 
director of the macroeconomic analysis and policy 
branch. 


I have a brief address I’d like to read into the record 
here. It’s my pleasure to appear here today to address the 
observations and recommendations made by the Provin- 
cial Auditor in his report on the Canada-Ontario tax 
collection agreement. This is my first appearance before 
this committee, and I would like to take the opportunity 
to say that I have found my relationship to the Provincial 
Auditor, Mr Peters, to be very positive and helpful to the 
ministry while at the same time serving the interests of 
the Legislature. For this I am grateful to him and would 
like to say so publicly. 

In respect of the matter before us, I can say that in 
general the Ministry of Finance supports the recommen- 
dations made by the auditor and actions have been taken 
on all of them. Action, of course, in this instance involves 
intensive and sometimes protracted negotiations with the 
federal government by Ontario and other provinces. 
However, we believe the record shows that we can and 
have achieved results. 
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To understand many of the issues raised by the Pro- 
vincial Auditor, it’s important to understand how the tax 
collection agreement works. In 1962 all provinces, with 
the exception of Quebec, entered tax collection agree- 
ments with Ottawa. Under these tax collection agree- 
ments, Ottawa agreed to collect and administer provincial 
personal income tax, to pay provinces the value of the 
personal income tax assessed, and to do so free of charge. 

The provinces agreed, in turn, to impose a single per- 
sonal income tax rate, calculated as a percentage of fed- 
eral tax payable, to make their income tax acts parallel to 
the federal act and to provide Ottawa with the powers 
necessary to administer and collect provincial income 
tax, Fil : 

The Ontario tax collection agreement was signed on 
April 24, 1962. Over the years, the federal government 
and the provinces have agreed to expand the tax collec- 
tion agreement to include a wide array of provincial tax 
possibilities. For example, Ontario tax credits were intro- 
duced in 1972-73, the Ontario tax reduction in 1975, and 
high-income surtaxes, now known as the Fair Share 
health care levy, in 1986. 

In 1999, Ontario was making use of a variety of tax 
policy instruments; for example, low-income tax reduc- 
tions, income-tested credits, high-income surtaxes and 
economic development credits. Ontario also provides PIT 
credits for unincorporated small businesses for certain 
activities such as hiring co-op education students, unem- 
ployed recent graduates and persons with disabilities, and 
supporting child care. 

Despite this increasing tax policy flexibility, however, 
there were and are still many restrictions. The only thing 
Ontario can change without the federal government’s 
prior consent is the basic rate, currently 38.5% of the 
basic federal tax, and that rate is only supposed to be 
expressed in full or half points. In effect, the federal 
government has been using its monopoly control of tax 
administration to enforce what it deems to be appropriate 
tax policy at the provincial level. Nor do we have much 
control over federal administration. The tax collection 
agreement offers us no right to require certain audit cov- 
erage targets to ensure proper compliance. We do not 
even have access to the files or results on federal audit 
work in provincial tax areas. 

With that background, I would like now to address the 
issues that the Provincial Auditor has brought to the fore 
in his report. 
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Let me address first the recommendation that the 
ministry negotiate amendments to the tax collection 
agreement so that “payments of Ontario personal income 
taxes are remitted to the province in the correct amount 
and on a more timely basis” or that “the ministry should 
seek compensation for the cash flow deficiencies for each 
year.” There are two issues here: (1) the timing of federal 
payment flows to Ontario; and (2) the use of revenue 
forecasts rather than actual collection. 

With regard to the timing of payments, as mentioned 
by the Provincial Auditor, the federal government an- 
nounced a speed-up in the timing of PIT payments in 
1998. We have now received updated data from the 
federal government that indicate that the speed-up has 
eliminated the cost to Ontario that had previously arisen 
from late timing of payments. 

However, this still leaves the issue of using revenue 
forecasts to determine how much money the federal 
government should transfer to Ontario in respect of 
Ontario personal income taxes it is collecting on our 
behalf. This issue could be resolved, as the auditor has 
suggested, by moving to a system whereby the federal 
government transfers amounts as they themselves receive 
payments rather than on the basis of the forecasted 
amount. The ministry agrees that the advances in infor- 
mation technology may make it possible for the federal 
government to base its payments to Ontario on actual 
income tax collection. Accordingly, the ministry is cur- 
rently actively pursuing this issue with the federal gov- 
ernment, including the question of whether estimation of 
revenues generally results in lost revenue for Ontario. 

Let me now turn to the related matter of interest pen- 
alties and bad debt. Under the tax collection agreements, 
participating provinces are paid on the basis of tax as- 
sessed, not actually collected. As a result, the federal 
government absorbs any bad debts arising in respect of 
provincial tax. In return, the federal government is al- 
lowed to keep any interest and penalties levied in respect 
of the provincial tax. 

As noted in the auditor’s report, the ministry estimates 
that at present the federal government may be benefiting 
from this arrangement by approximately $50 million a 
year. Since 1997, the ministry has been pressing the 
federal government to collect the data necessary to de- 
termine the actual amount of any benefit. Therefore, I can 
only say that we agree with the auditor that the federal 
government should collect the required data to determine 
if there is an ongoing federal benefit, and that amend- 
ments to the tax collection agreement should be consid- 
ered if this is the case. 

Let me turn now to the matter of audits. As noted in 
the auditor’s report, and as I have already noted, under 
the current tax collection agreement, the ministry has no 
right to establish minimum audit requirements or to 
receive information by which we could monitor Revenue 
Canada’s performance in ensuring adequate compliance. 
Consequently, the province cannot be assured that the 
declaration of payment of personal income taxes, to 
which the province is entitled, are in the correct amount. 
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The ministry agrees that the recommendation has merit, 
and we are pursuing it as well with the federal govern- 
ment. 

Turning now to the similar issue of related credits and 
reductions. The report recommended that more doubtful 
provincial property and sales tax credit claims be audited 
by Revenue Canada in order to reduce the incidence of 
false or inaccurate claims, and that a random sample 
from the remaining tax credit claims be audited. 

The province has long recognized that the audit cover- 
age of provincial tax credits is inadequate and has been 
working with the federal government since the early 
1990s in an attempt to increase the audit coverage to 5% 
from its current level of 2%. In 1993, the province con- 
ducted a pilot project in which we conducted our own 
audits of property and sales tax credits. Although the 
project was a success, the federal government refused to 
allow Ontario to continue the pilot project since Revenue 
Canada felt that there was a potential for taxpayer confu- 
sion, with more than one tax administration responsible 
for personal income tax. 

In response to our complaint, CCRA has now con- 
ducted a random sample of audits for the 1998 taxation 
year. The ministry is awaiting the results of the sample in 
order to review the compliance rate of the property and 
sales tax credit program. Also, in September 1999, the 
ministry entered into negotiations with the CCRA to 
increase the audit coverage of property and sales tax 
credits from 2% to 5%. 

The CCRA has recently provided the ministry with a 
written cost estimate of slightly over $1 million to pro- 
vide an additional 3% level of audit coverage. With the 
results of the CCRA survey, we can determine the exact 
business case for the additional expenditure, and the 
increased audit coverage could be in place for the 1999 
taxation year. 

The ministry has also acted on the auditor’s recom- 
mendations concerning audits of labour-sponsored in- 
vestment funds and eligible small businesses. Four 
additional auditors were hired in early 1999. The ministry 
is on track to meet the 1999-2000 program goal of having 
each LSIF audited at least once every two years and 
every small business audited at least once. 

Since April 1999, field audits have been completed on 
five LSIFs and 97 small businesses. The ministry has 
further developed its annual certificate of compliance 
reporting procedures for all registered LSIFs by supply- 
ing LSIFs with information from the ministry’s database. 
Each fund is required to reconcile those figures and, 
where discrepancies exist, provide the ministry with 
reconciling data. As well, the CCRA conducted a review 
of potentially invalid claims in the summer of 1999. Of 
the 1,750 potentially invalid claims for the 1996 taxation 
year identified by the ministry, 952 were determined to 
be valid by CCRA. Reassessment notices were issued by 
CCRA for the remaining 978 claims, totalling over 
$400,000 in September and October 1999. From now on, 
each year the ministry will be able to identify those 
claims with a high probability of being invalid and will 
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forward this information to CCRA within six months of 
receipt of each taxation year’s data from CCRA. 

I want to assure the committee as well that the minis- 
try is acting on the recommendation to explore with the 
CCRA options to improve verification of Ontario tax 
reduction claims to ensure that Ontario tax reductions are 
only provided to eligible individuals and in the correct 
amount. In September 1999, the ministry began negotia- 
tions with the CCRA to this end. Verification of claims 
could be accomplished by computer matching of data 
from various sources such as Tl and TIC information, 
the federal child tax benefit program, the Ontario child 
care supplement program and both federal and provincial 
disability programs. The ministry is currently awaiting 
CCRA’s response. 

Finally, let me turn to the auditor’s recommendation 
that the ministry determine whether the benefits under 
the tax collection agreement outweigh the restrictions and 
consider renegotiating the tax collection agreement in 
line with provincial interests. 

As I have attempted to indicate in my remarks, we are 
in a state of almost continuous negotiation with the fed- 
eral government on this matter. We can point to a number 
of accomplishments; for example, increased flexibility in 
the existing tax-on-tax system by the addition of a num- 
ber of tax credits in the check-off box, the speed-up of 
federal payments in respect of Ontario personal income 
taxes, and the improved audit of Ontario tax credits and 
labour-sponsored investment funds. Recently, the CCRA 
has proposed what it refers to as a new management 
framework agreement that includes some aspects of 
performance reporting, not that those are necessarily 
wholly acceptable to us at this stage. 

Perhaps the largest single accomplishment is the 
agreement by which the federal government will allow 
the provinces in the tax collection agreement to move to 
a tax-on-income system. This will provide substantially 
increased policy flexibility to the provinces which choose 
this option. The government of Ontario has already indi- 
cated its desire to have a personal income tax system 
designed to meet Ontario’s specific needs. Since the 
auditor’s report was prepared, the government has an- 
nounced its intention to move to a tax-on-income system. 

Although we have made a lot of progress, the job is 
not finished, and the minister and the Ministry of Finance 
are continuing to press Ontario’s case with the federal 
government on a number of fronts; for example, im- 
proved auditing of the Ontario tax reduction and personal 
income tax returns, ensuring that Ontario is not put at a 
disadvantage by the policy on interest penalties and bad 
debt, and, above all, ensuring tax policy equality for 
Ontario; that is, equality with the federal government. 

In conclusion, I welcome the report of the Provincial 
Auditor, which highlights the importance of the work that 
the Ministry of Finance has been doing over the past 
many years and is continuing to do to improve the tax 
collection agreement that Ontario maintains with the 
federal government. All of these matters are a matter of 
negotiation with the federal government. These negotia- 
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tions are ongoing and sometimes protracted, but we are, 
after all, dealing with a single entity that supplies its 
services to the government of Ontario. But we will con- 
tinue to work to ensure that Ontario is not put at a disad- 
vantage by our tax collection relationship with the federal 
government. Thank you very much. 

1100 

The Chair: Thank you very much, Mr Purchase. We 
have about 18 minutes left for each caucus before the 
noon-hour recess. We’ll determine at 12 o’clock whether 
we want the delegation to come back this afternoon at 
1:30. Today we’re starting off with the NDP. 

Ms Shelley Martel (Nickel Belt): Thank you for 
coming today. Let me start at the end and then work 
back. 

The Minister of Finance certainly said to the finance 
and economic affairs committee that he was looking for a 
tax system to meet Ontario’s needs. Could you explain to 
the committee, in terms of what the minister envisions in 
this regard, what concrete changes would have to be 
made to the tax agreement to allow that to happen— 
specific amendments or enforcement of what is already 
there or items that may not clearly be enforced, in your 
mind, with respect to what Ottawa is doing. 

Dr Purchase: The specific ideas that the minister may 
have with respect to how the government will utilize its 
powers under the new tax-on-income arrangement, I 
can’t, of course, divulge. That’s for the minister to tell 
you when he feels it’s appropriate. 

I can tell you, however, that under a tax-on-income ar- 
rangement, it will be open to the province to determine 
its own tax brackets, its own rates within those brackets, 
and it will have the power to have a set of refundable or 
non-refundable tax credits. We'll move from a single 
percentage rate calculated on basic federal tax to a much 
more fulsome policy flexibility with respect to the tax 
system in Ontario. 

Ms Martel: If the overall agreement was due to be re- 
negotiated in 2001, as the committee was led to under- 
stand this morning, has the minister entered into those 
negotiations now with the federal government with re- 
spect to the changes Ontario would like to see? 

Dr Purchase: We have been in constant negotiation, 
not on the details of what we would like to see necessar- 
ily at this stage, but certainly in preparation for that. 

Ms Martel: You mentioned earlier the issue around 
the delay in payments, which the auditor pointed out was 
on average 20 months after all of the income tax was 
received by Revenue Canada. It has now been changed, 
and if I heard you correctly there certainly has been a 
speed-up of payments. What would be the delay now in 
our receiving a final accounting? 

Dr Purchase: The final accounting for the year? 
We’re still operating on the basis of federal forecasts. 
They still pay us on a forecast basis. What we have 
achieved, compared to the prior payment basis, 1s a 
speed-up when they deliver the money. But because 
we’re working on the basis of forecasts, the numbers can 
still be wrong. 
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Ms Martel: On average it was 20 months. What has 
that dropped to now in terms of when we receive it? 

Dr Purchase: Patrick? 

Mr Patrick Deutscher: In terms of the final lag be- 
tween the settlement, between the federal government 
and their payment to us, or after they’ ve made their initial 
round of estimates based on their forecasts, that really 
hasn’t changed. It would still be at the present time the 
same for the lag between the closing of that tax year and 
the final receipt of money by Ontario. So at present it’s 
still unchanged. Unless we went to a collection-based 
system, that really wouldn’t be affected. 

Dr Purchase: If I could, the improvement we have 
accomplished here is simply that their payments start 
earlier. But again, as I say, it’s based on a forecast; it’s 
not based on actual collections. The auditor has recom- 
mended that we look at moving to an actual collections 
basis. As I indicated in my remarks, we’re certainly 
doing that to determine the advantages to Ontario of 
moving there. What it would do is simply remove the 
whole question of forecast. If we went to an actual col- 
lections basis, we wouldn’t have to worry about fore- 
casts, and it would become academic about bad debts 
versus penalties. There are some very significant posi- 
tives, but there are also some negatives to moving to a 
collections basis, and we are trying to determine the net 
advantage to Ontario of doing it. 

Ms Martel: Can I ask how the ministry is proceeding 
to make that determination? 

Dr Purchase: We’re trying to track down exactly 
what it would mean. Right now the big advantage of 
getting money on the basis of a predetermined payment 
schedule is that you know exactly when the money is 
coming to you. It’s still based on a federal forecast of 
what is owing, but at least we know when it’s coming, 
and there are certain cash management implications of 
that. If we move to a collections basis, the money will be 
a lot more variable when it comes, and that increases our 
cash management problems. So we have to take into 
account the fact of getting the money in a nice, even, 
steady, predictable flow versus getting the money in a 
very uneven, unpredictable series of monthly payments. 

There are also some administrative costs to employers 
to implement a collections-based system, because they 
have to identify for Revenue Canada the kind of monies 
that would be payable in respect of their employees in 
Ontario versus their employees across the country and so 
forth. There are a number of issues, and we’re trying to 
review a catalogue of all the issues and then review each 
one. Then we’ll present a recommendation to the minister 
in this regard. 

Ms Martel: Actually, at this point the onus is on On- 
tario to make a determination of which direction you 
want to move in, and then you can go to the feds to pro- 
ceed with further discussions. 

Dr Purchase: We’re constantly in discussion. Even 
though we find them very difficult to deal with—after all, 
there’s no other supplier here; we’re just dealing with 
them—it’s not particularly acrimonious. We do talk to 
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them regularly about our needs and about what they can 
and cannot do. This is a continuous, ongoing negotiation, 
as it were, and we’re actively involved in that nght now 
on this issue. 

Ms Martel: Can you comment on how simple or how 
difficult it is to receive information from the federal 
government and what kind of response you get from the 
feds when you try to provide input? For example, if you 
look at the forecast, the auditor has told us that the fed- 
eral government bases its forecasts on a number of indi- 
cators which may or may not be particularly relevant to 
Ontario, and there’s no obligation for you to sign on or 
sign off. The federal government can continue with its 
forecasts whether or not Ontario likes that. 

When you get a forecast now, or in the past, what has 
the ministry done with that? Have you tried to make 
changes, have you approached the federal government or 
have they dismissed you? What route have you taken 
when you got a forecast you may very well disagree 
with? 

Dr Purchase: I’ll ask one of my colleagues to respond 
to that. 

Mr Deutscher: In general, I would say that I have 
never known the federal government to make a change to 
their forecasts on the basis of provincial comments. We 
do engage in discussion with them in various forums, but 
I have never, ever seen them make a change to their 
numbers. That being said, they are in the same boat as 
other forecasters, looking well into the future when peo- 
ple do their tax returns. It’s not my sense that there’s 
anything particularly malicious in what they’re doing, but 
they have made big forecast errors. 

Dr Purchase: If I could, forecasting is not an exact 
science. After all, we’re asking people to tell us what the 
future is going to be. No matter how you cut it, that’s 
what it’s all about. Needless to say, people will have 
different estimates of what the future is. But I think the 
real issue here for us is that when we go to the federal 
government, they run the tax collection system and we 
have to complain long and loud and hard to get them to 
listen to us. It’s as simple as that. They might say, “Yes, 
that’s very interesting, but we’re accountable, we’re in 
charge and goodbye.” 
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Ms Martel: Do you see any of that changing with the 
establishment of the new agency to collect taxes? My 
second question would be, what kind of input has Ontario 
had in the establishment of that agency and the technol- 
ogy that might be used in any of the details which, in 
effect, could make things better than they seem to be 
now? 

Dr Purchase: I think there are some benefits from the 
establishment of a new agency. Perhaps they’re not near 
what one could have hoped for. From our perspective, the 
way we would like them to act would be like any other 
supplier to us in the private sector, wherever they are, 
and be responsive to customer needs and desires. We just 
want them to act like they were actually in a business and 
doing what we ask them to do. But I don’t think we're 
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near that at the present time, notwithstanding that I think 
they are trying to make more efforts in that regard than 
they have in the past. 

My own experience with these issues goes back 25 
years. This has been an ongoing struggle for Ontario— 
and the other provinces involved also feel the same 
way—with the federal government in respect of the tax 
collection agreement to get them to make changes. They 
only do so with great reluctance, it seems to me. On the 
other side of this, as I said in my remarks, I think this 
government has been an important part—perhaps the 
most important part—in the achievement of a rather 
remarkable breakthrough, the movement to a tax on 
income system. That is something we’ve been trying to 
get for years, and they did it. 

Ms Martel: Let me ask about the interest payments 
that Ontario has not seen. The auditor made it clear ear- 
lier that we now have the picture for 1998, although I 
don’t have the actual figure for the underestimation in 
millions of dollars. Do you have that figure for the 1998 
tax year? 

Dr Purchase: I’m sorry, could you repeat that? 

Interjection: About $110 million. 

Ms Martel: I’m working from the auditor’s report, 
which listed the underestimation of revenue forecasts and 
the associated interest costs. It only went from 1995 to 
1997, and outlines the tax year and the underestimation 
by the federal government of what revenue should flow 
to Ontario. In terms of where we were when this audit 
was completed, the auditor estimated that we had lost 
interest payments on the order of about $189 million. 
With the new figures for 1998, we should be closer to 
about $300 million in lost interest as a result of when 
money actually flowed to Ontario. 

My question is, what kind of discussions have you 
been having with the federal government around that 
interest cost? Clearly that’s a fairly significant amount of 
money that Ontario should otherwise be entitled to. 

Dr Purchase: That’s part of our ongoing discussion 
with them about monies owed to us. Certainly in respect 
of all these years, we are continuing to discuss interest 
costs with both the CCRA and the Department of Fi- 
nance. 

Ms Martel: Do you make some kind of formal claim 
to the federal government with respect to interest lost? 
Do provinces do that? 

Dr Purchase: We haven’t recently done that, but I 
believe there was a formal claim at one time. But we 
haven’t recently, mainly because we are constantly ad- 
dressing this issue. We are now engaged, if you like, so 
we don’t send rockets every once in a while to get their 
attention. We have their attention on the issue and we 
continue to discuss the issue with them. 

Ms Martel: Pursuing the issue around audit require- 
ments and essentially the monitoring of compliance, can 
you give this committee some idea of what you would 
like to see with respect to what the federal government 
provides you in terms of information with respect to audit 
requirements, coverage etc? 
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Dr Purchase: Maybe I| could ask Mr Lawrie to re- 
spond to that. 

Mr Roy Lawrie: The CCRA has proposed what it 
calls a management framework agreement with each of 
the provinces under which it plans to provide certain 
performance indicators for its administration of provin- 
cial income tax. We see that as an opportunity, in negoti- 
ating that agreement, to put in some of the information 
that we require to do what the Provincial Auditor has 
suggested. 

Ms Martel: Can you elaborate on what that informa- 
tion is? 

Mr Lawrie: So far, they’ve signed one with Nova 
Scotia. I think that’s the first and only one to date. We 
have a first draft from them and we should shortly be 
providing our input into that; we want some changes to it. 
I believe that all of the other agreeing provinces are also 
negotiating the framework at the same time as us. So it 
will take some time. 

Ms Martel: Just so I’m clear, the framework agree- 
ment would involve audit coverage? 

Mr Lawrie: It can involve things like that. If you like, 
it sort of sets the scene, puts in place all of the old ex- 
change-of-information agreements, memoranda of under- 
standing etc between the provincial tax administrations 
and Revenue Canada, identifies the CCRA as its succes- 
sor and proposes meetings to discuss how provincial 
income tax is being administered, a sort of report card, if 
you like, by way of information on certain indicators 
which will be discussed with the provinces. 

Ms Martel: The deputy had told us earlier that you 
have a figure now for a fee, I think it was in the order of 
$1 million, for the federal government to do increased 
audits, to move from 2% to 5% coverage. Was it a $1- 
million cost? Just so I’m clear, that was for audits of 
property and sales tax credits? Have you made a formal 
decision that you pay that fee in order to get that in- 
creased coverage? 

Mr Lawrie: We’re likely to make that decision very 
soon. The federal government provided that estimate to 
us just under two weeks ago. We’ll be responding to 
them very shortly, and the likelihood is that we’ll take 
them up on it. 

The Chair: Thank you very much. That’s the 18 min- 
utes. The government side. 

Ms Marilyn Mushinski (Scarborough Centre): The 
Provincial Auditor has talked a considerable amount 
about the amount of money that’s not only being delayed 
in being returned to Ontarians and their communities, but 
my understanding is that there’s a considerable amount 
of money that’s never returned by the federal government 
in the whole field of interest and penalties. While our 
government has been setting some pretty forward- 
thinking tax policies, like the OTR, I’d be interested in 
knowing exactly how much the Ontario government has 
been shortchanged by the current tax arrangement with 
the federal government since 1995, which was when we 
were first elected. Do you have that information? 

Interjection: Back to 1990. 
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Ms Mushinski: Well, I’m interested in the track rec- 
ord for our government. 

Dr Purchase: We can get that information for you. I 
think we have several years. 
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Ms Mushinski: OK. Now, my understanding is that 
Mr Eves, at the beginning of the standing committee on 
finance and economic affairs, discussed the government’s 
desire to implement a made-in-Ontario tax-on-income 
system, and you alluded to it in your opening remarks. 
Could you tell this committee how such a move to a tax- 
on-income system will assist in resolving some of the 
problems that have been identified by the Provincial 
Auditor? 

Dr Purchase: There are many potential advantages. 
One is that it provides the government of Ontario the 
opportunity to have different brackets. There are cur- 
rently three federal tax brackets. If Ontario. wished to 
have different tax brackets, then it could do so. We can 
have a different— 

Ms Mushinski: Before you go any further, I’m not 
completely familiar with how that could be established. 
Could you enlarge on that for me? 

Dr Purchase: Rather than have me do it, I’m going to 
turn to the expert, which would be Tom Sweeting, to 
describe that to you. 

Mr Tom Sweeting: In terms of the establishment of a 
tax-on-income system, currently when Ontarians calcu- 
late their Ontario income tax, basically what they do is go 
through a process to calculate federal tax. How much is 
your taxable income? There’s a calculation to go through 
for how much is your taxable income. There’s a series of 
tax brackets applied to it. On the first amount of taxable 
income, you pay this amount; on the next amount, you 
pay this amount. You calculate a federal liability. There 
are certain federal credits that are deductible. There’s a 
credit for a basic personal exemption. There are credits in 
respect of spouses and those kinds of things that then 
reduce the tax liability. It creates an amount that’s called 
basic federal tax. Then Ontario comes along and applies 
a percentage to that number that is owed to the federal 
government. 

Under the tax-on-income regime that the minister has 
indicated Ontario wishes to move to, essentially that 
calculation of taxable income would be the same. You’d 
calculate how much your taxable income is. Then you’d 
calculate what your federal tax is, using brackets and 
rates set federally. Then you’d calculate what your On- 
tario tax will be, using brackets and rates set by Ontario. 
Then you’d take an amount off the federal tax for credits 
that they have determined are appropriate for personal 
exemptions, spouse etc. You’d take an amount off the 
provincial tax in a similar way in the amounts that the 
provincial government has determined would be appro- 
priate to take off, and then you’d sum the two together to 
pay your tax. 

Ms Mushinski: Obviously the provincial government 
would be better off with having that flexibility, 1s what 
you’re saying. 
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Mr Sweeting: The provincial government would be 
better able to set tax burdens for Ontario purposes that 
were consistent with the needs of Ontarians and the ob- 
jectives of the government. 

Ms Mushinski: I think Mr Maves has some questions. 

Mr Bart Maves (Niagara Falls): During your presen- 
tation, I thought you mentioned that the payments from 
the feds had actually been sped up. Did | hear that nght? 
Does that mean there is no longer that same 20-month 
lag, or is it still a 20-month lag in payments? 

Dr Purchase: There are essentially two issues that I 
tried to put. There is the fact that the federal government 
uses forecasts to determine our payments. Because they 
use forecasts, there is a final reconciliation ultimately. 
That’s the 20-month lag. There is another issue; that is, in 
terms of their schedule of payments, they pay us every 
month, four times a month. 

In terms of that schedule of payments, we’ve deter- 
mined that if they sped up those payments, they would 
reduce the interest loss we were incurring. That’s a sepa- 
rate matter from the other forecast matter. We have not 
resolved that issue. That continues to be an outstanding 
issue vis-a-vis the federal government. Given that we 
accept their forecast, and there’s not much we can do 
about it, the fact of the matter is that they improved their 
payment schedule for a given forecast, and that reduced 
our interest loss associated with them. 

Mr Maves: Following on that, then, have you at the 
ministry specifically sought from the federal government 
compensation for this cash flow deficiency, and if so, 
what’s been their response? 

Dr Purchase: Yes, we’ve continuously tried to get 
compensation for this, so far without success. I should 
point out that the forecast thing certainly in recent years 
has worked to our disadvantage. But in the early 1990s it 
worked to Ontario’s advantage; ie their forecasts were 
overestimates of the amount of money actually owing. 
It’s only been in recent years, where their forecasts have 
proved to be underestimates of the amount of money 
owing, that the disadvantage or the burden of advantage 
has shifted. 

Mr Maves: Do you have estimates of what the ad- 
vantage for Ontario was in those years? 

Dr Purchase: In the early years, yes, we do. From 
1990 to 1994, Ontario was overpaid by $3.3 billion, with 
estimated interest savings of about $469 million. Cur- 
rently, with the years that we have— 

Interjections. 

Dr Purchase: This was a period, as you know, when 
the economy was declining dramatically and revenues to 
the government at the time were falling dramatically. The 
federal government had a more positive estimate of what 
was going to happen than what really did happen. 

From 1995 to 1997, there was $2.1 billion in under- 
payments from the federal government relative to what 
actually was owing. We estimate interest costs associated 
with that to be $189 million. So when we make the final 
determination for 1998, we would add that, presumably. 
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Mr Maves: As I understand it, within the agreement, 
the federal government agrees to absorb bad debts, debts 
they can’t collect. None of those estimates include bad 
debts. My understanding from the Provincial Auditor’s 
report is that we have no idea of the amounts of that bad 
debt. Is that still the case or is there going to be a process 
by which we can find that out? 

Dr Purchase: Maybe I could turn to Mr Sweeting 
again to respond to your questions. 

Mr Sweeting: We have had a lot of discussion with 
the federal government around the issue of bad debts 
versus interest and penalties. There has been information 
exchanged around this. Essentially, it’s not information 
that’s easily accessible by CCRA; they don’t actually 
carry information of that fashion. It’s something that they 
have been going and trying to extract slowly to try and 
help grapple with this question. The federal government 
disagrees with our view. The auditor expressed in his 
report that the Ministry of Finance is of the view that we 
are short in the order of $50 million. There’s that much 
more interest than there is money lost through bad debts. 
The federal government doesn’t agree with that. We are 
currently debating with them the proper basis for assess- 
ing that. Without getting into a lot of detail, we believe 
it’s important to use tax year information; they’ve been 
providing information on a fiscal year basis, which lines 
things up differently. So we’re still in the process of 
trying to come to some sort of suitable estimate from our 
standpoint that’s consistent with the tax year information. 
We talk to them regularly, we ask for information and we 
are still trying to gain sufficient information on a tax year 
basis. 

Mr Maves: Have you been able to put a guesstimate 
on it? 

Mr Sweeting: Well, $50 million is our guesstimate 
currently, in terms of what we believe is the excess of 
interest and penalties over bad debt. 
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Mr Maves: No, no, I’m sorry. I meant a guesstimate 
on the bad debt. 

Mr Sweeting: On the bad debt itself, I’m not sure. 

Interjection. 

Mr Sweeting: I’m told it’s a net basis, the amount of 
bad debt itself versus the amount of interest and penal- 
ties. 

Mr Maves: OK, I understand. You spoke in your 
presentation about restrictions that the federal govern- 
ment places on Ontario with respect to our government’s 
tax administration and tax policies. Can you elaborate on 
some of those restrictions they’ ve put on? 

Mr Sweeting: Sure. Certainly the history of this gov- 
ernment looking to make changes to its income tax sys- 
tem has found situations where. the federal government 
has refused to implement moves that the government felt 
were appropriate. The government was elected in 1995 
with a structure for a fair share health care levy, which 
was a very particular way of generating additional reve- 
nue from high-income taxpayers as a compensation for 
elimination of the employer health tax on the first 
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$400,000. The federal government would not implement 
the structure that was proposed and as a result a com- 
promise structure had to be determined in order to do 
that. 

Quite recently, for example, we’ve been in the process 
of looking to produce a more explanatory statement for 
taxpayers about their tax and their Ontario tax burden and 
how that’s changed over time as a supplement and com- 
plement to the information received through the notice of 
assessment process that you get when you get back, in 
most people’s case, your refund or your information from 
the federal government when you file. We haven’t been 
successful in getting that implemented in a way that 
would be appropriate, despite the useful information that 
it would be for taxpayers. 

Certainly the last budget announced Ontario would be 
looking to introduce a tax credit to provide benefit with 
respect to stock options earned by certain kinds of em- 
ployees. The federal government has told us at the staff 
level that would not be something they would implement 
through the tax collection process. So we have a history 
of difficulties. 

As the deputy pointed out, they have adopted certain 
kinds of credits and there have been things added to the 
tax system that benefit Ontario taxpayers that weren’t 
there before. But all of those had to be approved by the 
federal government. Ontario cannot simply say: “I’d like 
to have that. Put it on.” It has to be approved. 

Mr John Hastings (Etobicoke North): My first 
question, Mr Purchase, would be, what is the difficulty 
we have had with the source and scope of the estimates 
the feds provide us that you or your staff have experi- 
enced? Is it the range? 

Dr Purchase: Typically in recent years the estimates 
have proved to be underestimates, and there’s not much 
we can do about it. It doesn’t really matter what we think. 
As Mr Deutscher was saying earlier, it’s not his experi- 
ence, and he’s had more recent experience than mine, or 
longer experience than mine recently, that they ever 
change in response to what our views are. It comes back 
to this fundamental question of forecasts. It’s tough. We 
can have duelling forecasters here. Often people have 
quite legitimately different perspectives on what might 
happen. As long as we rely on forecasts, we will never 
resolve this. We will go on fighting with them. It would 
be an unusual situation that we would have the exact 
same forecast. 

I don’t know all the details, maybe Mr Deutscher 
does, about how the federal government does its personal 
income tax forecasts. Quite frankly, I can say I have 
many years’ experience in forecasting, and even if I did, I 
could probably have quite a continuing debate with just 
about any economist or you name your forecaster about 
these things. 

The real resolution might be in moving to an actual 
collections-based system. If the other parts make sense to 
us, the great advantage of that is that this will remove 
once and for all this irritant. This continuing argument 
that goes back and forth between officials about forecasts 
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will be over, and maybe there will be a great saving just 
from that alone. 


Mr Hastings: Does this go back to the root cause of 
the original 1962 tax agreement and the lessons we’ve 
learned over the years regarding that particular document 
and all the changes that have been made? Do you see us 
moving, sometime in the next century, to a new agree- 
ment that will deal with these issues in a way of integrity 
and get them off the table so you can get on with the 
problems we have in other areas? 


Dr Purchase: Yes, sir, I do. Again, I’m quite heart- 
ened. We’ve come a long way since 1962. J think in 1962 
there was a very different federal attitude towards the 
provinces. I think the federal government takes the 
province of Ontario and the other provinces much more 
seriously now than it did in the 1960s. The Ontario gov- 
ernment spends over $60 billion a year; we only get $5.6 
billion or thereabouts from the federal government. 
That’s a very different situation today than it was in the 
1960s. I think that’s beginning to be reflected in the 
attitudes of federal officials and the federal government 
generally towards Ontario. So I believe that we’re on the 
right track towards getting more co-operation. 


Mr Hastings: Another question I’d like to pursue is, 
and we may have to deal with it this afternoon, to what 
extent has the ministry looked at the Quebec experience 
in terms of how they’ve gone about collecting their own 
taxes? Tax on income? Are there significant advantages 
you see in the proposal we have, and how does it differ or 
is it similar in terms of the downsides as well? 


Mr Sweeting: | could certainly speak from the stand- 
point of tax policy and tax policy flexibility. We have 
looked often at the Quebec situation. Quebec in effect 
has had tax on income since the 1950s, the system that 
we’re looking to move to as a province and how they’ve 
been able to set their own brackets, their own rates. They 
are able to do more than tax on income would allow. 
They actually have a full partnership in that they can also 
determine how items will be brought to tax, which is not 
something the federal government is currently offering. 
But it has been indicated that from Ontario’s perspective 
we should be moving to a system that does allow full 
partnership of the provinces with the federal government. 


Quebec has utilized its flexibility to do a variety of 
things. Its brackets are different than ours are now. It has 
made choices about how it wants to distribute its tax 
burden, and it can do it a lot more directly and straight- 
forwardly and clearly than we’re able to do and have 
been able to do historically in Ontario. They haven’t 
chosen, to be frank, to set taxable income much different 
from what’s set for federal purposes. But they’ ve had the 
ability over time to make that determination and decide if 
the federal definition is appropriate or not, and that’s 
again something that hasn’t been available to Ontario. So 
what’s being offered under the latest round of negotia- 
tions with the federal government moves us towards 
Quebec’s situation but doesn’t get us all the way to that 
situation. 
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Mr Hastings: Does it have to be tied in to a new tax 
agreement, or can we work out something on our own 
situation, aside from the existing tax or proposed tax 
agreement? 
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Mr Sweeting: There would have to be a new collec- 
tion agreement to govern the specifics of the arrange- 
ment. The tax collection agreements—actually the 
federal government has one with each province—are 
quite similar in their structure. But under the new ar- 
rangement, that effectively has to be authorized through 
Ontario legislation that will reflect the policy intention 
the government comes to with respect to how it wants to 
tax in the tax-on-income regime, and authorize the con- 
tinued collection under the basics of the new tax-on- 
income arrangement. The agreement will be improved 
and, as the deputy said, there are a number of other areas 
we would hope to see improve within the tax collection 
agreement as well. 

Mr Gerry Phillips (Scarborough-Agincourt): | am 
very interested in this subject for a couple of reasons. 
One, as you know, is that I kind of deeply resent the fact 
that we the public don’t get what I regard as necessary 
information on our revenues, and the solution to this 
would be helpful in that. The second is that, as | listen to 
the debate, my conclusion is that it has cost Ontario $300 
million in lost interest over the last five years and the 
federal government has been unwilling to co-operate with 
Ontario in resolving this issue. It’s a substantial issue, 
involving a lot of money, that has to be resolved. 

I want to pursue what Ontario has done, because I see 
that there will be a public debate on this, perhaps having 
the federal agency in to discuss it. First, one way of par- 
tially solving this would be to change the revenue esti- 
mates the federal government provides to you. I gather 
from your comments that you have said to the federal 
government when they sent you these revenue estimates, 
“We disagree with these, we think you are low and we 
believe we should have a higher revenue estimate.” You 
have communicated that to the federal government, and 
they have simply said: “No, we’re not going to accept 
your view on it. We’re going to use our estimates.” 

My question is to confirm that has happened in the last 
two or three years: You have taken the federal estimates 
and said, “You’re wrong,” you have sent them a letter or 
communicated to them that they are wrong and they have 
ignored it. The second part is that it may be useful for the 
committee to see that correspondence, to see what com- 
munication they have ignored. 

Mr Deutscher: That was probably my comment. 
There are no letters. It is strictly in regular meetings with 
the federal government that a discussion takes place 
between the federal government and all the provinces. 

Mr Phillips: So for something that’s worth $300 mil- 
lion, you wouldn’t have said to them, “We think you’re 
wrong for these reasons and we are requesting that you 
increase your estimate’? You have not documented that 
with the federal government? 
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Dr Purchase: No. There is an exchange of correspon- 
dence between the deputy in Ontario, as I recall, and the 
federal deputy at various points, and with the minister 
constantly raising the issue with his counterpart, Mr 
Martin. This has been very much and constantly under 
discussion and review with our federal counterparts. 

Mr Phillips: But, Deputy, are you telling the com- 
mittee that you have told the federal government you 
disagree with their estimates over the last two to three 
years, that you believe they have estimated low and 
you’ve quantified that for them? I just want to be sure 
that— 

Dr Purchase: No, what we have done is said repeat- 
edly that they owe us money in respect of past underes- 
timates. 

Mr Phillips: With all due respect, Deputy, you’re not 
answering the question. We understand they send you the 
estimate three times a year. Have you informed them 
when they sent you the estimate that you disagree with it, 
that you think it’s too low and should be a much higher 
number? 

Dr Purchase: No, I have not done that in my year 
there. I haven’t done that. As I say, our forecasters are 
meeting constantly with the federal government and 
exchanging views on forecasts. 

Mr Phillips: Correct me if I’m wrong, but you do 
have an opportunity to tell them they’re wrong. I would 
have thought that if you thought they were wrong you 
could say: “Listen, we told them every year for the last 
three or four years that they’re wrong and they owe us 
more money. Their estimates are low.” But you have not 
told me that you may in hindsight have said, “You owe 
us more.” I would have thought that when they sent you 
those estimates you would have communicated to them 
that you believed they were incorrect, but you haven’t 
done that. 

Dr Purchase: | haven’t done that directly. 

Mr Phillips: I assume you’re speaking on behalf of 
the ministry. 

Dr Purchase: I’m saying that if you are asking me to 
say to you that I have written a letter to my federal 
counterpart— 

Mr Phillips: No. I’m asking, on behalf of the minis- 
try, has the ministry officially told— 

Dr Purchase: My understanding is that Mr Deutscher 
just answered your question; that is, he has regularly 
raised the issue. 

Mr Phillips: OK, fine, thank you. 

You have said you believe the solution would be that 
they remit the money to you on collection. Once again, | 
assume you have made the case in writing to them about 
wanting the money remitted on collection, you have 
made the arguments why you want that and they have 
responded to you saying, “We are not going to do that.” 

Dr Purchase: No, what I said in my remarks on the 
matter of collections is that we are discussing the issue 
with them. Before we make a formal request of the fed- 
eral government to change fundamentally, we want to 
make sure we fully understand the implications for our- 
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selves. I tried to point out in an earlier question that there 
are some issues associated with that. For example, there 
are some additional burdens in reporting arrangements 
that would be borne by employers, and there are cash 
flow implications for the province of Ontario. There are 
some advantages. 

But I also said that I agree it does seem to be one way 
of cutting through this Gordian knot of forecasts. As | 
pointed out to the committee, and as we pointed out to 
the auditor, there was a situation in the past where the 
federal forecasts were overestimates of what was owing 
to us. Currently there are underestimates. They will come 
back and tell you: “We overpaid you one time, and we 
underpaid you another. There probably is a balance.” 

All I’m saying is that it’s true, it’s a fact, and that it 
looks like we could put this behind us and solve the 
whole thing if we went to a collections basis. But I can’t 
make that determination until I know exactly the full 
implications. 

Mr Phillips: My problem, Deputy, is that I came into 
this session thinking that the dastardly federal govern- 
ment won’t do what Ontario wants them to do. They 
consistently provide a low-ball estimate on the payments 
and ignore the advice of the provincial government and 
the provincial government has asked them to move to a 
collection basis and they have steadfastly refused, and 
neither of those things has happened. 

Dr Purchase: No, we have not asked them to move to 
a collections basis. What I have said is that I agree with 
the Provincial Auditor that we should look at this possi- 
bility and that when we have finally determined that this 
is the best way for us to go, at that point we will ask them 
to move to a collections basis. 

Officials have had, and maybe can describe for you, 
discussions with the federal government. We think it’s 
technically feasible, but a final determination hasn’t been 
made. 

Mr Phillips: You can understand the difference be- 
tween my perception coming in and what I’m hearing 
now, which is that the provincial government hasn’t done 
either of the things I’ve said: blasted the federal govern- 
ment for an estimate we disagree with, or asked the fed- 
eral government to move to a collection basis. 

I want to just update myself— 

Dr Purchase: If I could repeat, we have repeatedly 
and vociferously said to the federal government that they 
owe us money in respect of recent underpayments. I 
don’t think we’ve misled anybody about the fact that we 
have aggressively pursued this issue with the federal 
government. What we haven’t yet done is say to them, 
once and for all, that we want to move to a collection 
basis. 

1150 

Mr Phillips: It might be helpful, if it’s possible, to get 
that communication where you’ve said to the federal 
government, “We think you are negligent in paying us 
our money.” 

Dr Purchase: I don’t know. Some of that involves 
correspondence between ministers. I’m not going to 
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make a commitment that I can produce that for you. You 
have my word that it takes place, but I’m not necessarily 
going to produce all the correspondence for you. I can 
assure you and members of the committee that letters 
have gone from both the deputy minister in Ontario and 
from the minister, and that every time the ministers of 
finance meet, or many times in my experience of 15 
months or so when they have met either formally or 
informally, or on the telephone, issues like this arise. 

Mr Phillips: I hear your answer. 

On the status of the Canada Customs and Revenue 
Agency agreement, has Ontario made any agreements 
with the agency? Are we in the midst of negotiations 
with them? Where does that stand? 

Dr Purchase: We have not formally negotiated a new 
arrangement. I think there are some sub-arrangements 
that you do, Roy. Do you want to address that issue? 

Mr Lawrie: When the CCRA came into existence, it 
took over all the existing agreements that the province 
had with Revenue Canada. Since that time, they have 
suggested and indeed sent us very much a first draft, a 
sketch if you like, of what they call a management 
framework agreement. This would basically set out the 
relationship between provincial tax administration and 
the CCRA and would also provide for certain informa- 
tion, particularly about personal income tax and how the 
CCRA collects and administers it, to be given on a peri- 
odic basis to the province and for regular meetings to 
take place between tax executives of the CCRA and of 
the province to discuss the results of the CCRA’s admini- 
stration of PIT. 

I think the ball’s in our court, actually. We are due to 
send them back our suggestions for some of the things 
we’d like to see in the agreement. But I have to empha- 
size that the agreement is only with respect to informa- 
tion; it’s not with respect to the province being able to 
direct the CCRA to do more audits of a particular kind of 
taxpayer, because under the tax collection agreement 
that’s the sole prerogative of the federal government. So 
it’s an information agreement only. 

Mr Phillips: But is this the opportunity for us to re- 
solve the outstanding issues, if we believe we should be 
paid on collection, that we use this opportunity; if we 
believe that we need more audits, that we put that in? All 
of these things, it seems to me, if they’re going to be 
handled by this agency and we’re signing an agreement 
with them, we should be incorporating these things. 

Dr Purchase: What we have moved into a model of is 
improvements by degrees, I guess, in which we get one 
thing at a time. We haven’t yet achieved the stage where 
we can say: “Let’s get it all right now. Let’s sit down and 
have the entire thing negotiated.” We tend to make prog- 
ress, as I say, by degrees. We get one agreement, and 
then we work on another issue. The federal government 
hasn’t offered us an opportunity to sit down and do a 
comprehensive “Let’s rewrite the entire thing.” 

Mr Phillips: Have we asked them for it? 

Dr Purchase: We’re not. even sure that that’s neces- 
sarily the best way to proceed at the present time. As 


long as we’re making progress on individual items, 
which I believe we are, then I don’t know that it’s worth 
it to sit down with them and say, “‘Let’s have everything 
on the table,” at the present time. 

Mr Phillips: I have trouble accepting that. If this is a 
new agency being set up with a new board, the auditor 
has indicated $300 million worth of lost money for the 
Ontario taxpayer and we’ve got what you regard as seri- 
ous problems, I would have thought this is the perfect 
opportunity, not something that we would put on the 
back shelf and deal with somewhere down the road. 

Dr Purchase: Again, the approach that we have taken 
to date is—we are in continuous negotiations, but it’s not 
like a labour negotiation in which you’re sitting down 
and saying, “Here’s the entire range of issues, and we’re 
going to resolve them all in this one negotiation.” It just 
doesn’t work out that way. We resolve them sequentially. 
We are constantly in negotiation about everything, but 
we only make progress by degrees on any specific issue. 

The Chair: You have one more minute. 

Mr Phillips: I’m not sure. how to proceed because 
we’re in public accounts, but I guess we have a differ- 
ence of opinion. I think that when we’re setting a new 
agency up, a new board, we want to set the ground rules, 
it’s the perfect opportunity. If these things are as serious 
to the provincial government as they appear to be, my 
belief is that somehow or other we have to find the vehi- 
cle that we get this thing off on the right foot and not 
institutionalize problems. I realize the minister, you and 
the ministry feel that it’s appropriate to proceed this way, 
but I think we’re missing the opportunity. I choose to at 
least question if not disagree with you on that. 

We have to sign an agreement with them? We have to 
put in legislation dealing with it? 

Mr Sweeting: Yes, certainly to do with the structure 
of the tax system under tax on income, and there is offi- 
cializing through the tax collection agreement process. 
So there is legislation and signatory elements associated 
with implementing tax on income. 

The Chair: OK, that’s it. The auditor wanted to make 
one comment with respect to a comment that was made. 

Mr Erik Peters: I would like some clarification of 
taking over the contract. Just to clarify, we discussed the 
CCRA in the audit community, and there was one state- 
ment made to us that’s slightly at odds with what was 
said here. The statement was made that the actual agree- 
ment continues to be an agreement between the two 
governments and that the agreement with the CCRA 
would be an agreement to administer that tax agreement. 
The statement that there is actually an agreement be- 
tween the province and the CCRA only pertains to the 
administration of what would actually be an agree-ment 
between the federal government and the province of 
Ontario. Is that your understanding? 

Dr Purchase: Yes, Mr Peters, that’s correct. If we’re 
talking about the tax collection agreement, we don’t 
really negotiate with the CCRA; we negotiate with the 
Department of Finance. But on a lot of technical matters, 
effectively, we’re talking continuously with the CCRA as 
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well; for example, Mr Lawrie would be dealing with 
technical people on the matter of audits and so on and so 
forth. We don’t go through the Department of Finance to 
get down to that level of detail. 

On the matter of policy, it is clearly federal policy to 
provide this service to the provincial government only if 
you comply with certain fundamental rules that they set 
vis-a-vis the tax collection agreement. These rules are not 
rules that are written into the Constitution. The province 
of Ontario has every right in law to have any tax system 
it pleases with respect to the provincial income tax. It is 
not a question of us not having the legal authority; it’s 
just that, as long as we use the federal administration, 
these are the rules that are going to apply. 

The Chair: We had a request earlier as well, Dr Pur- 
chase, with respect to whether you would be prepared to 
table a copy of the 1962 agreement together with any 
amendments thereto. This was a request that was made at 
the in camera session. 
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Mr Sweeting: I don’t think that should be a problem. 
We should have that for sure. 

The Chair: That can be done? OK, thank you. Then 
we stand in recess until 1:30 this time. 

Mr Maves: Chair, I don’t think we have any further 
questions; I don’t know if the other members do. 

The Chair: You don’t have any further questions, Ms 
Martel? No. The government? 

Mr Maves: We have no further questions. 

The Chair: The Liberal caucus? No. OK. 

Ms Mushinski: I move adjournment. 

The Chair: We can move adjournment, but we have 
to give some direction to the researcher with respect to 
the items. Do you want to deal with that on an in camera 
basis very quickly before we adjourn? 

The public session is adjourned until tomorrow 
morning at this time. If the members could just stay for a 
few minutes. 

The committee continued in closed session at 1202. 
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The committee met at 1045 in committee room 1, 
following a closed session. 
1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 


MINISTRY OF HEALTH 
AND LONG-TERM CARE 


Consideration of section 3.08, Cancer Care Ontario. 
The Chair (Mr John Gerretsen): Good morning, 
everyone. I’d like to call into session the standing com- 
mittee on public accounts to deal specifically with 
section 3.08 of the 1999 annual report of the Provincial 
Auditor dealing with Cancer Care Ontario. I understand 
this morning that we have two delegations with us, one 
from Cancer Care Ontario and the second from the 
Ministry of Health and Long-Term Care. You will be 
given an opportunity to make a presentation first. If you 
can keep that as short as possible, we’d appreciate it. 
Then we’ll go into rotation, starting with the government 
side, in asking questions of either one of the delegations. 
If before speaking you could identify yourselves, we’d 
greatly appreciate it. It would make it easier for Hansard 
as well. Good morning, gentlemen. You’re Mr Shumak? 

Dr Kenneth Shumak: Yes. Good morning. I’d like to 
introduce my colleagues, Dr Richard Schabas and Dr 
Tom McGowan, who will be with me representing 
Cancer Care Ontario. 

Thank you very much for inviting me to appear before 
your committee and giving me the opportunity to provide 
Cancer Care Ontario’s response to the 1999 report of the 
auditor. We welcomed the report when it was released in 
the fall and I’m pleased now to have the opportunity to 
speak to the auditor’s findings. 

I hope to make you aware of some of the work Cancer 
Care Ontario has undertaken and some of the progress 
we’ve made since the auditor’s report was released in 
improving the province’s cancer services. Let me start by 
saying that the many challenges we currently confront in 
the cancer system did not happen overnight. Accordingly, 
a sustained effort is going to be required to address them 
adequately. But today I’d like to assure you that a solid 
foundation has been laid. If we can continue on this path, 
I'm confident Cancer Care Ontario and our many 
partners will be able to build a sustainable system that 
will provide all Ontarians with timely, high-quality, 
accessible cancer services. 










































































I’m going to focus my remarks on four key areas 
today: radiation treatment, the Ontario breast screening 
program, cancer prevention and the memorandum of 
understanding that has recently been signed between 
Cancer Care Ontario and the Ministry of Health. I’ll try 
to go through my remarks reasonably quickly so that 
there will be an opportunity for questions either in my 
remarks or in the report or about cancer services 
generally. 

In the material I’ve pre-circulated there are a number 
of handouts and I'd like to draw your attention to the 
first, in which you will be able to see what I believe is 
self-evident, that the importance of cancer as a health 
problem in this province is increasing. 

If we look at that particular figure, you’ll note that the 
impact of cancer on death rates in this province continues 
to rise. This is in contrast, for example, to the death rates 
from ischemic heart disease. This is a very important 
point that I wish to stress, that we continue to have an 
ever-increasing burden of cancer in this province, and 
until such time as we can prevent cancer or find ways to 
cure it, we are going to be faced with this particular issue. 
More than 45,000 people, perhaps closer to 50,000 
Ontarians, are diagnosed with cancer each year. That is 
about one in every three Ontarians who will have cancer 
at some time in their lives. 

Unfortunately, cancer still kills about 23,000 people in 
this province each year, and our rates, as I’ve just shown 
you, are increasing. It’s mainly attributable to the aging 
of our population. As you can see from that graph, most 
other health problems are either stable or diminishing. If 
you turn to the second overhead, one of the issues that 
the system has faced is that although the number of 
cancer cases that we have seen in our regional centres, to 
use that as an example, has steadily increased over the 
last decade, until very recently there was not a com- 
mensurate increase in the resources provided to meet the 
needs of the increased number of patients. I’m pleased to 
say, again as seen in this graph, that that picture is 
beginning to change. 

Cancer is a very complex disease and for this reason 
cancer patients require services of many different health 
care providers in many different settings. Before 1997, 
when Cancer Care Ontario was created, we did not have 
a mechanism in this province to coordinate all the differ- 
ent types of services that an individual cancer patient can 
require. Similarly, there was no mechanism to establish 
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standards across the province to ensure that all Ontarians 
have access to the same high-quality services regardless 
of where they live. 

The third page on the handout illustrates the general 
structure, the general approach that Cancer Care Ontario 
has taken. As you can see in this schematic, we run our 
operation through a provincial office that sets standards 
and deals with province-wide programs, but this is 
implemented and we get information back from eight 
different regions across the province. It’s very important 
to look at the chart and to see the various participants in 
Cancer Care Ontario. I would submit that this approach is 
the secret to being able to get a handle on cancer and how 
we’re going to deal with cancer in this province. All of 
the stakeholders are brought together in this mechanism. 

It’s very easy and so far in my own remarks I’ve 
focused on treatment. I’ve talked about treating patients. 
But cancer prevention, screening to detect cancer earlier 
than it might otherwise be detected, supportive care for 
patients with cancer, education about cancer and research 
into cancer are all important strategic priorities of Cancer 
Care Ontario. 

Just to give you a little bit more on the structure of the 
system, most hospitals in the province do deliver some 
type of cancer care. However, specialized cancer care is 
essentially concentrated in nine facilities across the 
province. These nine centres are the exclusive providers 
of radiation treatment in Ontario. Eight of the nine 
facilities are regional cancer centres funded and managed 
by Cancer Care Ontario. The ninth is the Princess 
Margaret Hospital, which is operated by the University 
Health Network. Again I want to stress that all of these 
centres, in addition to having treatment programs, also 
have programs in supportive care, prevention, screening, 
education and research. 

As I said, I want to give some attention to radiation 
treatment. We are aware, of course, of the issues that are 
confronting us with regard to radiation treatment. The 
fact is that at the present time cancer patients are 
experiencing waits for radiation treatment that are 
excessive. I’d like to discuss for a moment how this has 
happened. 

During the past decade there has been a growing gap 
developed between patient need for radiation treatment 
and the resources available to meet this need. The need 
increased because the population aged and because 
radiation was being used, and has been used, to treat 
more and more types of cancer. Just to give you one 
example of the kind of change-in-practice pattern that 
makes it difficult to predict exactly what amount of 
resource we will need, until the late 1980s, if a women 
presented with early-stage breast cancer the standard 
treatment was mastectomy. That changed and, instead, 
the standard treatment became removal of a lump, 
followed by radiation. That single change in practice 
obviously had a tremendous impact on the need for 
radiation treatment in this province. I could give you a 
similar story about prostate cancer and so on, but I think 
that example serves to illustrate it. 


The key problem that we’re facing at the present time 
is staffing shortages. There have been budget constraints 
over the past decade by successive provincial govern- 
ments that essentially meant that little money was avail- 
able to cancer centres and hospitals to hire the staff we 
need and also, and very importantly, to maintain inter- 
nationally competitive salary levels. Complicating the 
staffing situation was a significant delay in the startup of 
a new training program for radiation therapists, the 
people who actually deliver the radiation therapy. 

At the time the audit was conducted, 32% of patients 
were receiving their radiation within the four-week 
standard recommended by the Canadian Association of 
Radiation Oncologists, and at that time there were 1,600 
more patients who needed radiation treatment than we 
could treat in the acceptable time period. We have made 
some inroads. Currently, instead of 32%, 40% of patients 
are treated within the four-week standard. This has 
resulted from a dual strategy of aggressive recruitment of 
radiation treatment professionals and also patient re- 
referral. As a result of this strategy, during the last year, 
although the increase from 32% to 40% is modest and is 
not as much as we would like, the important point that I 
want to stress is that the cancer centres in this province 
have been able not only to do that but also to meet the 
3% annual increase in the demand for radiation treatment 
as a result of the predicted and evident increase in the 
incidence of cancer. 

So the situation has been stabilized, despite that in- 
crease in burden of disease, and some improvement has 
begun. The net impact of this, although it’s not as much 
as any of us would like, has been to begin to reduce the 
number of patients in the backlog by 200, by comparison 
with the time the auditor did his report. 

These improvements came about and were facilitated 
by the minister’s acceptance of the report of the task 
force on radiation treatment. That resulted in a 
$15.5-million allocation of new funds to Cancer Care 
Ontario and just over $4 million to the Princess Margaret 
Hospital. Furthermore, and importantly, funding for 
radiation treatment is no longer subject to a ceiling but 
will increase by formula as the number of patients 
increases. That enables cancer centres to hire new staff as 
caseloads grow and to maintain competitive salary levels. 

A new, expanded training program for radiation 
therapists opened in September 1999. However, because 
training of radiation therapists takes several years, we 
have had to, and have allocated funds to, recruit staff 
from elsewhere. In 1999, despite an international short- 
age, we were able to recruit 40 radiation therapists from 
abroad. Six of these people are now working in Ontario, 
and very recently the federal government has committed 
to speeding up the immigration process for the others. I 
want to inform the committee that these additional 34 
therapists have the potential of further reducing the 
number of patients in the backlog by 350. So this is a 
very significant contribution. 

With respect to the physical facilities to treat cancer 
patients, we have received approval for three new 
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regional centres in Kitchener, Oshawa and Mississauga, 
which will open in 2002, a new cancer centre in St 
Catharines, a satellite centre in Sault Ste Marie and 


expansions at existing centres in Sudbury, Windsor and 
_ Hamilton. 


I believe that, given time, these initiatives taken 
together will improve the availability, accessibility and 
timeliness of radiation treatment services in Ontario. In 
the meantime—and it’s very important to stress this—it 
is essential that we continue to have the ability to re-refer 
some patients who require radiation treatment, preferably 
to northern Ontario but also to the United States. Cancer 
Care Ontario’s target is to eliminate re-referrals within 18 


_months. That is a target. It assumes that clinical practice 


patterns will remain constant and that we will continue to 
be successful in our drive to get radiation therapists and 
other radiation professionals to come to Canada. 

As a physician who treats cancer patients, I want to 


| make it clear that I personally understand how difficult 
| re-referral is for patients and for their families. But I also 


want to make it clear that I believe this is an appropriate 
and effective interim approach. It helps the patients who 
elect it as an option, and it helps other patients because it 
helps control and actually reduce the waiting list. 

I’m aware that there has been some concern with 


_regard to how patients who are re-referred feel about this 
program. I won’t go through the details of the patient 
| satisfaction survey; they are appended to the material. 
| Suffice it to say that the summary statement is, as you’ll 


see, that the great majority of patients are very pleased 


with not only the care they have received but also with 


the quality of the experience, as good as it can be under 


_the circumstances. It’s not optimal. We know we can do 
better, and we are working together with the Canadian 


Cancer Society and other supportive care experts to try to 
improve on that side of it, which perhaps is the weakest 
component of the re-referral enterprise. 

Before I move on to the breast-screening program, it’s 


important to acknowledge that there is a significant issue 


with regard to travel and accommodation costs for 
patients who are re-referred for radiation treatment. I’m 
aware that there are members of this committee from 
northern Ontario for whom this is an especially important 
issue. I just want to say that our current reimbursement 
practice in Cancer Care Ontario is that indeed we have 
funds available to cover the costs of travel and 
accommodation for patients who are re-referred. We see 
this as an exceptional and temporary circumstance, as 
these patients would not normally have to travel long 
distances for their treatment. 

The ministry has provided us with the resources to 
cover the costs but, as I said, we acknowledge that travel 
for radiation treatment within northern Ontario is an 
issue. For this reason, Cancer Care Ontario’s board of 
directors has established a task force to look into this 


issue. We are waiting for the task force recommendations 
and, as the principal adviser to the ministry on cancer, we 


will make our report available to the ministry when it is 
completed. 
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I would like to turn now to the Ontario breast 
screening program, another major area of discussion in 
the auditor’s report. By way of introduction, I want to 
point out that mammography remains the best method to 
detect breast cancer early, when it is easiest to treat. We 
are very fortunate in this province to have the OBSP. I 
believe it’s one of the best programs in the world. We 
offer screening to Ontario women between the ages of 50 
and 74. Ultimately, our hope is to screen 350,000 women 
each year, that is, 70% of the target population. 

At present there are approximately 250 facilities that 
conduct mammography in Ontario, and 55 are part of the 
OBSP. This means that most Ontario women receive 
breast screening outside the organized program. One of 
our key objectives is to increase the number of facilities 
that are affiliated with the program. 

You may ask why we think it’s important that 
facilities join the OBSP. There are three key reasons. 
First, the minimum standard for participation in the 
OBSP is accreditation by the Canadian Association of 
Radiologists. OBSP provides assistance to prospective 
affiliates to meet this standard. Unfortunately, at the 
present time, only one third of mammography sites in 
Ontario outside of the OBSP have this accreditation. 
Second, the OBSP continually monitors and evaluates the 
performance of its sites to ensure a continuing high 
standard of operation and service. Third, and importantly, 
the OBSP offers comprehensive breast screening, which 
includes not only two-view mammography but also 
clinical breast examination by a specially trained nurse 
examiner as well as education in breast self-examination. 

When the year 1999-2000 is finally over, we expect 
that the OBSP will have screened 125,000 women at 60 
sites, a 25% increase over the previous year. 

We have had some other improvements since the 
release of the auditor’s report. These include the imple- 
mentation of an enhanced data collection system to 
monitor the effectiveness of the OBSP; improved 
protocols for informing radiologists and radiology co- 
ordinators about cancers missed at screening; and quality 
control procedures to monitor screening outcomes at each 
screening centre are now in place and the information is 
being distributed to staff, as is appropriate, for their 
analysis and follow-up. 

Because there was some concern about guidelines for 
screening women who are at high risk for breast cancer— 
there is controversy about this—we have established an 
ad hoc group to give us guidance on the role the OBSP 
should play in this area. 

Finally, the OBSP has been in existence for 10 years, 
and we plan an independent evaluation of the program by 
a panel of outside experts to give us an external valida- 
tion of the strengths and areas for improvement within 
our program. 

The OBSP offers screening to women at average risk 
every two years. I want to take a minute to talk about 
this, because it’s important in terms of understanding the 
auditor’s comments about missed cancers. Cancers that 
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are diagnosed between the two-year screens are called 
interval cancers. There are two groups of interval 
cancers: those that were in fact visible on the previous 
mammogram but were not detected—and are missed 
cancers—and those that were not visible on the previous 
mammogram and are truly interval cancers. 

Radiologists have always been informed about cancers 
missed at screening. As I previously said, we now have 
improved protocols for this area. It’s very important for 
us to continue to monitor interval cancers to make sure 
we do as much as we can to eliminate missed cancers. 
For that reason, all X-rays from women who have 
developed interval cancers are carefully reviewed by our 
chief radiologist and a panel of radiologists. Any cancers 
that are missed are discussed with the original reading 
radiologist. 

When the auditor’s report was done, OBSP data from 
1990-95 were reviewed. During this period, the OBSP 
detected 1,759 cancers out of 216,000 screens. Of the 
216,000 screens and the 1,759 cancers—with that in the 
background—there were 304 interval cancers. That rate 
of interval cancers compares very favourably with other 
programs around the world. Only 68 of these interval 
cancers were actually missed cancers. Therefore, 3% of 
all the cancers that developed in women who were 
screened by the OBSP were missed cancers. 

There is a study in the literature that was published in 
1998 in which the OBSP rate of missed cancers was cited 
and is lower than the rates in British Columbia, Australia 
and Southern California. This gives you some idea by 
some yardstick of the quality of our program. 

Just very quickly, to try to conclude, with regard to 
cancer prevention, I don’t want to give this short shrift, 
so please bear with me for just a couple of minutes. A 
very important part of our mandate is to make cancer 
prevention an integral part of Ontario’s cancer control 
system. It’s a fact, as we’ve all read in the media, that 
issues around cancer treatment still tend to dominate 
public debate. So I would like to take this opportunity to 
inform the committee about some of the prevention 
initiatives that have been undertaken since the auditor’s 
report was prepared. 

These important initiatives include establishing a 
media network for the Ontario tobacco strategy; we have 
developed a provincial network on diet and cancer; and 
we have undertaken an initiative to examine the links 
between physical activity and cancer. John Garcia, 
Cancer Care Ontario’s director of prevention, has recent- 
ly been appointed to oversee the implementation of the 
Ontario tobacco strategy. Importantly, occupational and 
environmental exposures to carcinogens were identified 
in the CCO strategic plan as explicit areas that require 
attention. I expect that these areas will emerge as prior- 
ities in the primary prevention plan for the upcoming 
year. 

Finally, I just want to allude to the memorandum of 
understanding. The auditor’s report noted that there was a 
need for a memorandum of understanding between 
Cancer Care Ontario and the Ministry of Health and 


Long-Term Care. I’m pleased to report that in the fall of 
1999 we did sign this agreement. 

The memorandum of understanding codifies Cancer 
Care Ontario’s role as the principal adviser to the 
ministry on all matters related to cancer. It sets out all of 
the accountability, all the operational guidelines, and it 
gives us the opportunity, I believe now, and the ministry 
the opportunity to work together to try to ensure that we 
deal as effectively as possible with the problems that we 
currently face and, very importantly, that we don’t lose 
sight of the future and that we plan for the future to try to 
minimize the problems that we’ll have with cancer in the 
future and also, of most importance, that we can begin to 
change our focus into thinking about preventing cancer. 

With that, Mr Chair, thank you very much. 

The Chair: Thank you very much, Dr Shumak. Next 
we have the deputy minister, Jeffrey Lozon. 

Mr Jeffrey Lozon: Good morning. The Ministry of 
Health is pleased to meet with this committee today. 

Ensuring that all Ontarians can rely on quality health 
care has required a modernization of our health system to 
meet the needs of an aging and growing population. A 
strong Ontario economy has made it possible for the 
provincial government to increase health care spending 
by $1.5 billion since its 1995 commitment of $17.4 bil- 
lion. In fact, the government is planning to increase fund- 
ing by another 20% over the next five years to meet 
future needs. In 1998-99, our actual operating expendi- 
tures totaled $18.9 billion. 

This year, the Ministry of Health and Long-Term Care 
budget is expected to be approximately $20.6 billion, 
over one third of the budget of the province of Ontario. 
Funding for cancer services forms an important and 
growing part of that funding envelope. 

The ministry understands the comprehensive approach 
required to control cancer and therefore we fully support 
the mandate of Cancer Care Ontario and will continue to 
work with Cancer Care Ontario to meet the needs of 
Ontarians. The ministry also understands the necessity of 
providing high quality service to cancer patients across 
the province and recognizes the high standards of 
existing services currently provided by the dedicated staff 
in our health care system. 

In April 1997, the Premier and the Minister of Health 
announced that the then provincial cancer agency, the 
Ontario Cancer Treatment and Research Foundation, 
would be replaced by Cancer Care Ontario, or CCO, as 
the agency to expand the service delivery role of OCTRF 
and to work with stakeholders in the province to develop 
provincial standards and guidelines to coordinate cancer 
services. These services cover the full gamut of cancer- 
related activities, including prevention, screening, diag- 
nosis, treatment, supportive care, education and research. 

The ministry is pleased to appear before the committee 
today reviewing the Provincial Auditor’s report on his 
findings regarding Cancer Care Ontario, a schedule 3 
agency of the Ministry of Health and Long-Term Care. 

We take the findings of the auditor’s report seriously 
and are pleased to have this opportunity to respond 
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| jointly with Cancer Care Ontario to any questions you 
may have. 
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The Provincial Auditor’s report is based primarily on 
information collected by the Provincial Auditor from 
February 1998 through September 1998. Although the 
report was not tabled until November 1999, the Ministry 
of Health and Long-Term Care was aware of the work of 
the Provincial Auditor throughout the audit. The ministry 


_ has therefore been able to work closely with Cancer Care 


Ontario in order to address the recommendations of the 
Provincial Auditor as quickly as possible. Today I am 
pleased to inform the committee of the important pro- 


| gress which has been made, and I will focus my com- 
_ments specifically on the recommendations which the 


auditor’s report directed to the Ministry of Health and 


Long-Term Care. 


The first recommendation made by the Provincial 


Auditor was that to clarify CCO’s role and responsi- 


bilities and the ministry’s expectations regarding CCO’s 
administration, the ministry should expedite revisions to 
the Cancer Act and establish a memorandum of under- 
standing with Cancer Care Ontario. 

On November 8, 1999, a memorandum of understand- 
ing between the Ministry of Health and Long-Term Care 
and Cancer Care Ontario was signed. The purpose of this 


_memorandum is to: 


(1) set out the operational accountability and the finan- 


cial, auditing and reporting relationships between Cancer 


Care Ontario and the ministry; 
(2) set out the roles of the minister, the deputy 


' minister and the ministry and the board, the chair and the 


chief executive officer of Cancer Care Ontario; 

(3) set out the accountability framework among the 
minister, CCO, the deputy minister, the board, the chair 
of CCO, the ministry and the CEO of Cancer Care 


- Ontario; and 


(4) set out the extent to which specific directives 
approved by Management Board apply to Cancer Care 
Ontario. 

In March 1999, the Ministry of Health and Long-Term 
























































Care signed a separate memorandum of understanding 
with Cancer Care Ontario which permits the transfer of 
data for cancer surveillance purposes to Cancer Care 
Ontario while protecting patient privacy. 

The ministry believes that these arrangements address 
the intent of the Provincial Auditor in this recommenda- 
tion, and we will review the need for a new Cancer Act 
as these memoranda of understanding become longer- 
standing and more fully developed. 

Two recommendations of the auditor were in relation 
to radiation treatment. Cancer Care Ontario, in con- 
junction with the ministry, should develop and imple- 
ment a long-range planning and funding process that 
integrates equipment and staffing requirements for radia- 
tion therapy and should implement a plan that provides 
the most cost-effective radiation treatment equipment for 
patients. 





The ministry agrees with the Provincial Auditor’s 
observations concerning the necessity to link human 
resource and capital planning. We are willing to meet this 
challenge which has presented itself in Ontario, other 
provinces and internationally for many years. 

I am pleased to inform the committee that the ministry 
and Cancer Care Ontario have taken the following steps 
to ensure a linkage between human and capital resource 
planning for radiation treatment in the future. 

The ministry has agreed to a volume-linked, cost-per- 
case funding formula for the delivery of radiation serv- 
ices at Cancer Care Ontario and the University Health 
Network/Princess Margaret Hospital. In essence, this 
allows these organizations to plan for and treat incre- 
mental numbers of patients with confidence that govern- 
ment funding will be provided to cover their costs. We 
are currently working from an estimate, provided to the 
ministry by the Task Force on Human Resources and 
Radiation Therapy, as to the amount of this cost per case 
while we await recommendations as to the precise, exact 
cost coming from the joint policy and planning com- 
mittee, a partnership between the Ministry of Health and 
the Ontario Hospital Association. This committee report 
is expected in the fall of this year. In the meantime, both 
Cancer Care Ontario and Princess Margaret Hospital and 
the ministry have agreed that the interim funding per case 
is satisfactory. 

The ministry has provided significant infrastructure 
support for training programs in radiation therapy and 
physics. The ministry and Cancer Care Ontario formed a 
joint cancer human resource planning committee in 
November 1999 to ensure that training programs are 
geared to provide sufficient staff to deal with these 
problems in the future. The committee is also reviewing 
innovative strategies to deal with the immediate problems 
of staffing shortages. 

The ministry requested that Cancer Care Ontario 
regional council for the GTA produce a report on human 
resource and capital requirements for the four radiation 
treatment facilities in this region once the new centres in 
Oshawa and Mississauga become operational. The min- 
istry is extremely pleased with the quality of this report 
and will use it as it develops the preconstruction operat- 
ing budgets and plans for human resource requirements 
over the next three years. 

The ministry has established, in conjunction with 
Cancer Care Ontario, a schedule for the replacement of 
radiation equipment throughout the province. 

Because of the understandably high interest in and 
importance of this matter, I would like to further inform 
the committee regarding other steps taken by the ministry 
to provide for present and future cancer treatment in 
Ontario. 

During 1998-99, the ministry committed almost 
$40 million in additional funding to increase capacity and 
access for radiation services in Ontario. New spending 
included $1 million allocated in June 1998 for the 
operation of two new treatment machines in London and 
for expanded services in Hamilton and Windsor; $15 mil- 
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lion was allocated to expand services, including radiation 
treatment, chemotherapy, new and expensive drugs and 
supportive care; $1.4 million was allocated to the Prin- 
cess Margaret Hospital at that time to increase radiation 
treatment capacity; $15.5 million of this new funding was 
invested to train additional radiation human resource 
personnel. 

In December 1998, Minister Witmer appointed a task 
force to identify immediate and long-term human 
resource requirements for radiation oncologists, radiation 
therapists and physicists, and to make recommendations 
to the ministry and other relevant stakeholders on how to 
meet these requirements. The Task Force on Human 
Resources for Radiation Services Report was received in 
February 1999. As a result, the minister established a 
training program for radiation therapists at the Michener 
centre, and the first ever formal physicist training pro- 
gram in this country. 

Cancer Care Ontario has also received funds for salary 
and workload adjustments for staff involved in the 
delivery of radiation therapy and additional funding for 
recruitment programs. So far, Ontario cancer services 
have achieved a net gain of 54 radiation therapists, two 
medical physicists and 12 radiation oncologists as a 
result of this aggressive recruitment campaign. 

The ministry provided $4.4 million in one-time 
funding to the Princess Margaret Hospital in May 1999 
for equipment upgrades to increase patient capacity. 

In June of last year, the ministry announced $153 
million for the development of new radiation treatment 
centres in Kitchener, Oshawa and Mississauga, planned 
to be operational in 2002, plus a new centre in Sault Ste 
Marie, expected to be operational in 2004. This funding 
also includes expansion to the Hamilton, Windsor and 
Sudbury cancer centres. Planning for a new cancer centre 
in St Catharines is underway. 

In March 1999, the minister approved the re-referral 
of consenting breast and prostate cancer patients to other 
cancer centres in Ontario and the United States to offer 
patients an alternative option while capacity builds within 
our own system. The cost of this program is expected to 
be $23.1 million for one year. 

The ministry is aware of the heavy emotional burden 
which travel for radiation therapy places on Ontario 
patients, and for this reason we will continue to work 
closely with Cancer Care Ontario to address this matter. 
Our first priority is clearly to provide quality treatment as 
close to home as possible, and this has been the key 
principle underpinning our planning for delivery of 
radiation. If this is not possible, we need, through Cancer 
Care Ontario, to allow patients access to radiation 
services elsewhere in the province. 

In regard to the Ontario breast screening program, the 
Ministry of Health and Long-Term Care continues to 
provide support for screens and Cancer Care Ontario’s 
co-ordinating activities. The ministry is committed to 
working with Cancer Care Ontario to develop and imple- 
ment strategies to increase the participation of women in 
the age group of 50 to 74. 
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In response to the Provincial Auditor’s concerns 
regarding quality assurance within the program, the 
Ministry of Health has requested a review of the Ontario 
breast screening program, which Dr Shumak has already 
referenced. 


In regard to Cancer Care Ontario’s development of an 
effective cervical screening program, the Provincial 
Auditor has recommended that the ministry should 
facilitate access to appropriate cervical screening 
information and develop protocols to use data for 
statistical purposes while safeguarding the privacy of 
patient information. As you may know, the ministry has 
invested over $3.6 million over the past three years to 
develop a cervical screening program, which is being 
coordinated by Cancer Care Ontario. I am informed by 
Cancer Care Ontario that the official launch of this 
province-wide program will be in June of this year. This 
program has developed provincial guidelines for screen- 
ing, testing and follow-up with stakeholder participation 
and education videos for women and physicians. A strat- 
egy for dissemination and implementation of guidelines 
has also been developed. The program has worked with 
public health units to develop a clearinghouse for 
educational and promotional materials for general and 
specifically targeted populations. It will implement a 
social marketing campaign, a cervical screening registry 
and increase accessibility to screening. 
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The Ministry of Health and Long-Term Care is 
currently engaged in broader initiatives to develop a 
laboratory information system and associated standards 
for the sharing of laboratory information between its 
funded agencies. When established, this will provide 
Cancer Care Ontario with the necessary test results to 
permit CCO to follow up on high-risk patients and to 
facilitate biannual recall of patients. The ministry will 
continue to work with Cancer Care Ontario to develop a 
provincial data capacity within this provincial initiative. 
Meetings between the ministry and Cancer Care Ontario 
are ongoing in this regard. 

The Ministry of Health and Long-Term Care endorses 
the recommendations made by the Provincial Auditor in 
his section dealing with managing resources. The min- 
istry believes that the memorandum of understanding 
which was signed between the ministry and CCO in 
November 1999, through provisions of a clear CCO man- 
date and through its requirement to comply with Manage- 
ment Board directives on acquisition and purchasing, 
establishment of subsidiaries, conflicts of interest and the 
requirement for strategic operating and business plans, 
provides the appropriate framework to respond to the 
Provincial Auditor’s concerns. 


In conclusion, the ministry is grateful for the insights 
of the Provincial Auditor and the stimulus he has proy- 
ided for making important changes as we together face 
the enormous challenge posed by cancer. We have indeed 
established an effective and cordial working relationship 
with Cancer Care Ontario toward this end. 


_ 18 FEVRIER 2000 






























































COMITE PERMANENT DES COMPTES PUBLICS 


P-105 





The Chair: We have about 36 minutes left until the 


12 o’clock recess. I’m suggesting that we split the time 


evenly, about 12 minutes for each caucus, and we start 
off with the government caucus today. 

Mr Dan Newman (Scarborough Southwest): I want 
to begin by welcoming Cancer Care Ontario, Dr Shumak, 


| and the ministry’s Jeff Lozon here today before the 


public accounts committee. 

My question is for Dr Shumak. I think it’s internation- 
ally recognized that there is a shortage of radiation 
therapists throughout the world. I know the Minister of 


| Health and Long-Term Care and the ministry have been 


very aggressive and active in recruiting radiation ther- 


_ apists to Ontario. 


In your presentation today, you said, “Staffing short- 


| ages are at the root of the current problem.” 


Dr Shumak: That’s correct. 
Mr Newman: I was looking through some press 


| clippings that appeared yesterday. It says here, “Techs 
| Blocked at Border,” where it appears that the federal 


government, through its immigration policies, is not 
allowing radiation therapists to be available to the people 
of Ontario. I quote from that article. It says, “T'wenty- 
eight radiation therapists are now wading through a 
lengthy immigration process, while Ontarians with 
cancer continue to be sent outside the province for 
treatment.” That’s quite a serious comment. I think the 


_ Premier has been very clear on this issue, Dr Shumak. He 
_ said, “They transfer hockey players back and forth ... 


within 24 hours,” and he said that radiation therapists are 
“a tad more important” than hockey players. I would 
agree with him. 

The Minister of Citizenship, Culture and Recreation, 


Helen Johns, wrote a letter to the federal Minister of 
_ Citizenship and Immigration, Elinor Caplan, this week, 
_ asking her to speed up the process so that we could get 


more radiation therapists in Ontario. She said that this is 
“yet another example of the serious problems with your 
immigration policy” that are affecting the health care 
system here in Ontario. 

I ask you today, what has Cancer Care Ontario done to 


augment and enhance the effort of the ministry to attract 


more radiation therapists to Ontario? 
Dr Shumak: I’1] deal first with the last part of your 
question. We have had a very aggressive recruitment 


_ Strategy. We have recruited a total of 40 radiation ther- 
 apists from outside of Canada, including five Canadians 


who we are repatriating and 35 other radiation therapists. 


This is against the background of international com- 
petition for these people, because there is an international 
shortage. So that’s what we’re doing about it. We have 
certainly been working as diligently as we can through 
the immigration process and in fact have a full-time staff 
person who has been involved in doing this, along with 
the other aspects of the recruitment inititiative. 

I’m pleased to say that just a couple of days ago I 
received a telephone call from Minister Caplan in which I 
was assured that whatever blocks there were will be dealt 
with. I’m not sure what the details will be, but hopefully 





this is a sign that we will be able to—our numbers are 25 
people who are simply waiting for approval, and as soon 
as the approval comes then these people will be able to 
work in Ontario and will help us to reduce the backlog 
that I referred to before. 

The Chair: Is that in addition to the 40? 

Dr Shumak: No, that’s 25 of the 40. Maybe I can just 
clarify that in addition to the immigration issue, which 
obviously we have to deal with, there’s also an issue 
different from the hockey players. In this instance, we’ ve 
got licensure issues and competence issues. I’m sure 
members of the committee will support the position 
we’ ve taken, which is that as desperate as we are to have 
more radiation professionals, we can’t compromise our 
standards, and therefore, in addition to getting past the 
immigration issues, there’s also the need for individuals 
to prepare for re-examination. That takes some time. 
That’s why not all 40 are ready. 

Mr Newman: I hope the immigration roadblock is 
removed, that the minister keeps her word, because she 
too represents a riding in Ontario and it affects her con- 
stituents as well. 

The Provincial Auditor also raised a concern regarding 
the quality assurance measures of the Ontario breast 
screening program. What has Cancer Care Ontario done 
to address those concerns? 

Dr Shumak: What I’d like to do, to give you the 
details rather than an overview of the sort I presented in 
my remarks, is call on my colleague Dr Schabas, who 
can speak to the specific quality assurance measures that 
have been taken. 

Dr Richard Schabas: Let me just reiterate the point 
that Dr Shumak made, that the Ontario breast screening 
program operates and has always operated a program of 
very high quality, demonstrable by the outcomes of 
screening. We have cancer detection rates, interval 
cancer rates and other quality measures of outcome that 
favourably compare with those across Canada and indeed 
around the world. We certainly welcome the comments 
of the auditor in identifying ways in which we can 
improve on the quality assurance. We’re always striving 
to improve our quality. Because cancer screening is so 
important, quality must be of the utmost importance, and 
that’s why we regard Dr Shumak’s remarks about the 
issue of screening outside the organized program as so 
important. 

But indeed with specific reference to the recom- 
mendations of the auditor, we now have established 
better links with the registered persons database and 
through the Ontario Cancer Registry to improve our 
ability to monitor the cancers that are found within the 
program and to identify and follow up on interval cancers 
of all kinds. We have established a routine protocol of 
review of the interval cancers with our radiologist-in- 
chief and with panels of radiologists, and we’ve estab- 
lished a routine protocol for informing those radiologists 
who were the original readers of the interval cancer, 
particularly the missed cancer, screens. We’ve also 
developed a routine protocol for identifying the results of 


P-106 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


18 FEBRUARY 2000 








screening, the cancer detection rates, the interval cancer 
rates, the missed cancer rates on a radiologist-by- 
radiologist basis and on a site-by-site basis. I think those 
were the key recommendations of the auditor and reflect 
a shared commitment we have with the auditor to 
continue to improve the quality and to make sure that we 
know and can demonstrate how high our quality is. 

Mrs Julia Munro (York North): I certainly appre- 
ciate the opportunity to hear the remarks you have 
provided for us today. My question comes from the 
whole area of prevention and the question of promoting 
prevention, because as we look into the figures that you 
have provided for us, it’s clear that everyone in Ontario 
has a vested interest in finding various methods to look at 
prevention. I notice that the Ministry of Health provided 
$17 million to heart health and also the announcement of 
$19 million for the Ontario tobacco strategy. I wonder 
whether or not you could comment in more specific 
terms on the role you see Cancer Care Ontario playing in 
that field of prevention. 

1130 

Dr Shumak: I’d like to just make some brief over- 
view remarks and then again Ill ask Dr Schabas to 
comment in more detail. 

Cancer Care Ontario has recently completed its first 
revision of its original strategic plan. The original strat- 
egic plan was clear in having one explicit goal about 
prevention. We have certainly reinforced that and adopt- 
ed that role again in our new iteration of the strategic 
plan and, I think importantly, have recognized very 
clearly some specific initiatives that we intend over the 
next several years to focus on. They include initiatives in 
tobacco and environmental and occupational carcino- 
gens, diet and exercise. 

As I mentioned in my remarks, we believe it’s crucial 
for us not to be too consumed by the crisis of the day, as 
important as it is. We obviously can’t ignore that. We 
must, through all this, begin to plan for how we can 
change things in the long term. So we’re very committed 
to prevention. 

Maybe I can ask Dr Schabas to give you a few more 
details about the plans. 

Dr Schabas: I have just a few brief comments. I’d 
refer you back to the graph that Dr Shumak presented at 
the beginning of his remarks which shows a steady 
increase in cancer deaths, and indeed that reflects a 
steady increase in new cases of cancer, and I suggest to 
you there are really three key messages to take away 
from that. The first message is, obviously, the steady, 
inexorable demand on treatment services, which have 
been discussed already by Dr Shumak and by Mr Lozon. 
The second message is that we need to do things 
differently, that clearly we cannot continue to sustain that 
kind of pressure. The third message, if we look at the 
other lines on the graph, particularly for heart disease, is 
that we can do things differently, because we’ve done 
much better with heart disease. A lot of that difference 
has been because of more effective measures in the area 
of prevention. 


Cancer Care Ontario’s role in prevention is a new one. 
We only received funding approval for our prevention 
unit last February and hired the staff beginning in June, 
so it’s certainly early days. But through our strategic plan 
we’ve identified strategic priorities. Tobacco, diet and 
physical activity are at the top of that list, because those 
are the major preventable causes of cancer in Ontario. 
We’ ve also identified an interest in occupational cancer. 
We’ve requested funds so that we can improve our 
surveillance of occupational cancer so that we can 
develop an effective strategy to deal with that. Indeed, 
we’re also looking at issues related to environmental 
pollution. We have a very small project underway to try 
to develop some strategic directions in that area. 

But I think if we want to really make a difference in 
the long term, if we don’t want to continue to have these 
meetings year after year and talk about the pressures on 
the treatment system, we have to put more resources and 
more efforts of all kinds, including public policy efforts, 
into primary prevention and into cancer screening. 

The Chair: Thank you very much. That’s 12 minutes. 
Mr Maves. 

Mr Bart Maves (Niagara Falls): Pass. 

The Chair: OK. Mrs McLeod. 

Mrs Lyn McLeod (Thunder Bay-Atikokan): I’m 
sure you’re aware there’s a number of questions we’re 
going to want to address over the course of the day, both 
to Cancer Care Ontario and to the ministry. I appreciate 
the fact that you both in your opening presentation 
addressed one of the key concerns, which is waiting 
times for radiation. That is an issue we want to return to, 
including the issue of recruitment of professionals and 
whether we’re making much progress in catching up for 
the regrettable decision that we’ve made to cancel the 
training programs that were being done before there was 
any alternative training program put in place. If that 
decision hadn’t been made, we might well not have been 
trying to deal with recruiting professionals from abroad. 
But [1] return to all of that this afternoon. 

I want to lead with a different issue, because one of 
the things that concerns me overall, as we look at the 
auditor’s report and read the concerns, is that part of the 
history of cancer care is that we’re constantly trying to 
catch up with something that maybe we all should have 
been able to see coming. 

There’s a statement in the auditor’s report that there 
is—he’s looking at systemic treatment wait times. The 
language is perhaps a bit technical, but can I just under- 
stand before I proceed that that is access to chemotherapy 
through medical oncology. The auditor notes that there is 
no national or provincial standard for systemic treatment 
wait times and that CCO plans to address this issue. 

In your strategic report, Dr Shumak, you say, on the 
issue of adequate access to timely care, that timely access 
to quality care requires adequate resources at each step. 
There’s a rather alarming statement made on the next 
page: “Insufficient resources lead to crises in access to 
care. Potential crises loom on the horizon in areas such as 
systemic therapy, surgery, diagnostics and palliative care, 
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again, just as in the current crisis in radiation treatment, 


| due to the critical shortages in trained professionals.” 


Before I come back in the afternoon session to the 


| concerns we have about the crisis in access to care for 


people needing radiation treatment, I want to ask you 
whether or not we are looking at a serious crisis. What 


| are the dimensions of the crisis, particularly starting with 


systemic therapy or access to medical oncology and 
chemotherapy treatment? What are the dimensions of the 


_ problem that you’re identifying? Is anything being done 


to deal with it? What needs to be done? 
Dr Shumak: I’d be pleased to respond to that ques- 


| tion. The statements you cite are indeed statements that 
| we strongly support. It’s essential that we try to prevent 


problems before they happen. There are warnings on the 


| horizon about each of the areas you cited, that unless we 
| plan very carefully we run the risk of a similar problem 


to the one we’re having with regard to radiation. The way 


| Cancer Care Ontario has approached this is that for the 


past year, once it became clear that this is a serious 
problem, we’ ve had a task force that has worked diligent- 


' ly. I want to clarify that in contrast to radiation treatment, 


in which all the treatment is delivered within the regional 
cancer centres, the issues with regard to systemic 
therapy, with regard to diagnosis, with regard to surgical 


| oncology, are more complex because those services are 
_ provided throughout the province. So it’s extremely 
| difficult, and there are far fewer national standards, as 


you ve cited. 


This task force report is in its final draft stage. Once 
it’s completed, we will be developing the case for what 
we believe needs to be done in response to these issues 
and taking it forward to the ministry. The ministry is 
aware of this problem, and on an interim basis in our 
operating plan for this year we did request some funding, 


| because even before we could quantitate it specifically 
| we knew that we needed some resources, and we did 
| obtain some resources to deal with it on an interim basis. 
| But the long-term solution will require a lot of effort, not 
| Just in systemic therapy but, as you point out, in surgical 


oncology and in the diagnostic area. 


I would like to suggest this is one of the advantages of 
a structure such as Cancer Care Ontario because we can 
bring together all the players. In the systemic therapy 
task force we have members of the community, oncolog- 
ists, pharmacists, all the people who can help us to 
identify the issues. 


Mrs McLeod: I appreciate that, and that puts Cancer 
Care Ontario and the task force in a position that the 
auditor wasn’t in, because as the auditor explained in his 
report, they didn’t have access to a lot of data on the 
waiting times for chemotherapy. 

I’m not sure how legitimate it is for me to ask you this 
next question, but I’m going to anyway, and you can say 
you won’t answer it. Has the task force been able to 
acquire data as to the range of waiting times for chemo- 
therapy that currently exist and, if you have, how that 
would compare to any waiting times that you might use 











as a benchmark, even though I appreciate that at this 
point there is no standard? 

Dr Shumak: One of the problems with the approach 
to systemic therapy is that waiting times may not be the 
best indicator of the situation, because in contrast to 
radiation, where, as bad as it is, waiting times can actu- 
ally occur, when a patient presents requiring chemo- 
therapy treatment, in many instances it’s really quite 
urgent. Generally, instead of having lengthy waiting 
times, what happens is that the system just gets more and 
more stressed. The systemic therapy task force analysis 
deals more with the stress on the system. We have people 
who are seeing more patients than we’re comfortable 
with. We’re concerned about staff retention because of 
stress rates. 

The waiting times really, as I say, are still relatively 
brief because it’s really analogous to emergency medi- 
cine—not quite, but obviously people have to be seen, 
and that’s the way it’s happening. There are certainly 
anecdotal examples of people who’ ve had to wait longer 
than we know is appropriate, but it’s hard to get good 
data, and as I say, I don’t really think it reflects in the 
same way as these other measures I’ ve referred to. 

1140 

Mrs McLeod: The analogy was that emergency care 
might not be the most fortuitous one to use because 
we’ ve seen the problems we’ve had with emergency care 
over the past winter and fall. 

I guess then that whole issue of staff, which is what 
you’ve addressed as being the problem that could create 
the crisis—medical oncology, what is our situation? If 
people are seeing too many patients, that has to affect 
quality of care, even if they’re currently able to see them 
immediately. 

Are we facing a current shortage of oncologists? How 
soon will this shortage of medical oncologists occur? If 
it’s now, what’s being done in order to change the 
training system, increase the residency positions to be 
able to deal with the shortage of, in this case, I guess both 
medical and radiation oncologists? 

Dr Shumak: We’re certainly doing everything we can 
to recruit medical oncologists and, as well, to make sure 
that the medical oncologists who have trained in Ontario 
remain in Ontario. One of the issues for us always is, for 
all such professionals, that there are opportunities for 
them elsewhere. So our focus is on that. 

In addition, we have had ongoing discussions with 
COFM, the Council of Ontario Faculties of Medicine. 
This has been an ongoing problem over many years, to 
ensure that our needs are properly integrated with the 
needs of all sorts of medical specialists. 

One of the recommendations that may come out of the 
systemic therapy task force might be to have separately 
funded training positions for medical oncologists, funded 
through Cancer Care Ontario, which would not be the 
way the current system is funded. But it’s perhaps a bit 
premature to table recommendations. As I say, this is still 
in the final draft stage. But you have put your finger on a 
key issue; there’s no doubt about it. We believe that 
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staffing shortages will be just as important in this field as 
in radiation. 

Mrs McLeod: The same thing will hold true, then, in 
surgery. If I have time, is the task force looking at wait- 
ing times for surgery for cancer patients, given the fact 
that we are seeing problems with acute-care beds and 
surgical beds and lack of anaesthetists in order to do 
surgery? Are you starting to see long waiting lists for 
surgery for cancer patients? 

Dr Shumak: The task force for systemic therapy is 
not looking at that, but we have formed a division of 
surgical oncology in Cancer Care Ontario and one of its 
projects is to do just that, to try to gather data on waiting 
times for patients who have cancer who are waiting for 
surgery. There is a dearth of data in our system and I 
think we recognize that this is a priority. At the moment, 
there is nothing I can report. This is extremely prelim- 
inary. Suffice it to say that there are waits that are longer 
than we would like and that’s why we think it’s an 
important issue to deal with. 

Mrs McLeod: Have I exhausted my time? 

The Chair: Two more minutes. 

Mrs McLeod: I won’t have time in two minutes to get 
to the ministry questions that I have on budgets, so I'll 
return to those later. But on the question of—I’m hesi- 
tating because I know there will be areas that are confi- 
dential information. But is the issue of staff shortages and 
the need for Cancer Care Ontario to be in a position to 
recruit the people they need, whether it’s in radiation 
oncology or whether it’s in medical oncology—and I’m 
not sure that would be specifically your budget—have 
you been able to estimate what you believe the staffing 
needs are in those areas and make a submission to the 
ministry? If you have, is it possible for us to know what 
the gap is between your estimate of staff needs for on- 
cologists and what we currently have? 

Dr Shumak: As J alluded to before, the situation with 
regard to radiation therapy is in some respects the model 
that we’d like to develop in systemic therapy. As you 
recall, we have a per-case funding formula, which en- 
ables us—as the volume increases, we have the 
resources. Provided that the adjustments are made, as the 
deputy referred to, to make sure that the per-case funding 
is appropriate, then we will not be in this position again. 

At the present time we have no such approach in 
systemic therapy, but one of the recommendations that 
we may make, and this will obviously require extensive 
discussion with the ministry, is that we look at this kind 
of approach with regard to systemic therapy. Because in 
the absence of that, what we’re left with is that the 
current staff see all the patients who come, to the best of 
their ability, and we do run the risk of getting into the 
problems I described. 

We are beginning to develop staffing standards in 
medical oncology in terms of the number of patients it’s 
reasonable to expect medical oncologists to see. We 
know that at the present time our medical oncologists are 
seeing significantly more than these standards, based on 
recommendations from other provinces, where similar— 


Mrs McLeod: Can you give us figures? 

Dr Shumak: Yes. In general, the typical figures in our 
own studies and in other provinces are that a medical 
oncologist should see approximately 140 new patients 
per year. That’s a reasonable workload. At the present 
time, our figures in Ontario, at least within the Cancer 
Care Ontario system, and I can’t give you the data for the 
people working in the community, are over 200. So there 
iS an issue. 

During the time that we were developing the detailed 
report, just speaking about budget, we made a request of 
the ministry in our 1999-2000 budget submission for $3 
million in addition for systemic therapy to enable us to 
recruit, and we received the $3 million. 

Ms Shelley Martel (Nickel Belt): Thank you for 
coming to see us today. Let me start this way. I under- 
stand that CCO is managing the re-referral list for 
patients who have to travel to other centres for cancer 
treatment. Is that correct? 

Dr Shumak: That’s correct. 

Ms Martel: When did that process start? 

Dr Shumak: It started back in the spring of 1999. 

Ms Martel: Patients have gone to Buffalo, Detroit, 
Cleveland, Sudbury, Thunder Bay and Kingston as part 
of this initiative? 

Dr Shumak: That’s correct. 

Ms Martel: Is it true, then, that when they travel, 
100% of their travel costs are covered? 

Dr Shumak: So far I’m able to answer all your 
questions, but because I can see that you’re getting into 
more detail, the person who is most able to speak to the 
details of the re-referral project is Dr McGowan. So ’'m 
going to refer you especially to Dr McGowan. 

Dr Tom McGowan: For the purposes of travel and 
accommodation for patients travelling in the re-referral 
program, we arrange travel for patients and we pay for 
that directly. If they drive, we pay them the mileage. We 
pay accommodation costs when they are in another city, 
and we pay that directly. We provide them with a per 
diem for food. 

Ms Martel: I just want to be clear: 100% of an air- 
plane ticket would be covered. Is that correct? 

Dr McGowan: Yes. 

Ms Martel: And 100% of a bus ticket? 

Dr McGowan: If that’s their route of travel, yes. 

Ms Martel: And 100% of a train ticket, if that was 
required. For someone who drives, what is the price per 
kilometre that you pay? 

Dr McGowan: I can’t tell you that. I think it’s around 
30 cents. It may be a bit less than that. 

Ms Martel: Would that be for the total number of 
kilometres travelled or just for travel from the home to 
the cancer treatment centre? 

Dr McGowan: It would be their travel from their 
home to the cancer centre that they’re going to. 

Ms Martel: What I’m getting at is, is it for one-way 
travel or for return travel? You pay the entire kilometres? 
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Dr McGowan: If they drive from Hamilton to 


_ Buffalo, we pay their kilometre charge from Hamilton to 


Buffalo and then return. 

Ms Martel: So back is covered as well. 

Dr McGowan: Yes. 

Ms Martel: Okay. Is it true that at a recent CCO 
meeting there was also a possibility floated that costs for 
a companion, a spouse, a partner would also be paid to 
allow that companion, spouse or partner to visit the 
cancer patient while they were getting treatment some- 
where else? 

Dr McGowan: We had discussed that as a possibility. 

Ms Martel: Was that possibility accepted or rejected? 

Dr McGowan: We decided not to pursue that. 

Ms Martel: Can you tell me whose idea it was to fund 
100% of the travel, accommodation and food costs for 


_ cancer patients who have to travel? 


Dr McGowan: That was an idea that was presented 


by Cancer Care Ontario. 


Ms Martel: So it was Cancer Care Ontario’s idea to 
do this, and you’ve presented this to the Minister of 


| Health? 


Dr McGowan: Yes. 

Ms Martel: Can -you tell me why this decision was 
made? 

Dr McGowan: Because we felt that in the extra- 
ordinary circumstance of a re-referral from the cancer 
centre they should have been treated at to another cancer 
centre, we should not institute a financial barrier to care. 

Ms Martel: OK. Can you tell me how many patients 
have received treatment through this mechanism so far? 

Dr McGowan: It’s approximately 800. 

Ms Martel: It’s 800. And all have qualified for 100% 
reimbursement of the costs that they have put in— 

Dr McGowan: People sometimes request other costs 
that we don’t cover: telephone charges, certain things like 
that. They have qualified for the costs that we’re cover- 
ing, which is, we pay for the flights and the hotels. 

Ms Martel: How are patients reimbursed? 

Dr McGowan: We pay these costs directly and for the 
mileage charge we submit them a cheque. 

Ms Martel: So they would submit a claim to CCO 
and you would pay them directly. 

Dr McGowan: For their mileage charge and their per 
diem for food, yes. 

Ms Martel: And for air travel? 

Dr McGowan: No, we pay that to the airline. 

Ms Martel: OK. How much has been spent to date to 
pay all of these costs? 

1150 

Dr McGowan: | don’t have that figure with me. Do 
you have that figure? 

Interjection. 

Dr McGowan: It’s $2.3 million. 

Ms Martel: So $2.3 million has been paid to date for 
reimbursement? I thought the deputy— 

Dr McGowan: Not for reimbursements for—to cover 
these costs, and all of that has been reimbursed directly to 
the patients we pay, to the airlines or the hotels. 





Ms Martel: So $2.3 million reimbursed directly to 
patients. Can you tell me how much money has been re- 
imbursed in total to patients and to airlines as part of this 
program? 

Dr McGowan: Again, $2.3 million is the total cost. I 
don’t have the split between accommodation, travel and 
per diem for food. 

Ms Martel: Can you tell me what would be the aver- 
age cost per patient that you would be reimbursing? 

Dr McGowan: The total cost per patient is of the 
order of $5,000. 

Ms Martel: How many people remain on a waiting 
list who may have to use this same mechanism? Do you 
have any idea? 

Dr McGowan: Our rate that we’re sending patients 
for re-referral is of the order of 20 to 25 per week. We 
anticipate that we would need to continue to re-refer 
patients. Our target is 18 months. That would be depend- 
ent, of course, upon recruitment efforts, ability to in- 
crease the—so it’s a target and we’re doing our best to 
reach that target. The rates will probably drop from 20 to 
25 a week as we get closer to the target, as fewer and 
fewer patients will be qualifying. 

The Chair: Could you sit a little closer to the mike? 

Dr McGowan: Sure. The target is 18 months. We’re 
currently sending about 20 to 25 a week. We expect that 
rate to drop. There may be a very small number that 
continue to travel within Ontario until the new cancer 
centre is open. Some of these projections are hard to be 
firm on because we treat 25,000 patients a year. Of those 
25,000, only 800 travel. So the vast majority are treated 
and continue to be treated at the cancer centre close to 
where they live. 

Ms Martel: Can you tell me, Dr McGowan, who is 
paying for these costs? 

Dr McGowan: This is funding that’s paid by Cancer 
Care Ontario for these costs, and our funding, as you 
know, is received from the Ministry of Health. 

Ms Martel: Let me just clarify. Is this funding that 
came out of your base budget? 

Dr McGowan: No. 

Ms Martel: Is it funding you received from the 
Ministry of Health? 

Dr McGowan: Yes. 

Ms Martel: So the Ministry of Health is flowing you 
the funds to pay for this program? 

Dr McGowan: Our programs are predominantly 
funded by the Ministry of Health, yes. 

Ms Martel: I want to be very clear about this. 

Dr McGowan: I know this is probably a nuance 
you’re getting at. I’m just personally having trouble fol- 
lowing the nuance. 

Ms Martel: Let me start again. The money that you’re 
paying these patients for their 100% of costs is not 
coming out of Cancer Care Ontario’s base budget? 

Dr McGowan: No. 

Ms Martel: So it is money that has been flowed 
particularly for this effort by the Ministry of Health? 

Dr McGowan: Yes. This is funding for this program. 
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Ms Martel: So special allocations? 

Dr McGowan: This is funding for this program, yes. 

Ms Martel: So it would be probably dishonest or false 
for someone to suggest that in fact the money paying for 
this is coming from Cancer Care Ontario or the Canadian 
Cancer Society, for example? 

Dr McGowan: Well, it’s not coming from the 
Canadian Cancer Society. 

Ms Martel: At all? 

Dr McGowan: No. This is not funding that’s coming 
through the Canadian Cancer Society. Cancer Care On- 
tario is managing this as one of the programs we manage 
and run, and it’s funding that we receive from the Min- 
istry of Health. 

Ms Martel: I just want to be really clear. You’re say- 
ing to this committee that none of this money comes 
from the Canadian Cancer Society? 

Dr McGowan: No, it does not. 

Ms Martel: Absolutely not? 

Dr McGowan: We’re not getting funding from the 
Canadian Cancer Society for this. 

Ms Martel: And it would probably be false, dis- 
honest, for someone to suggest that this program is being 
paid for by Cancer Care Ontario, because in fact the 
money is being flowed from the Ministry of Health. 

Dr McGowan: Of course, the money that we spend 
predominantly comes from the Ministry of Health. 

Ms Martel: It’s a special allocation that you’re getting 
for this process. 

Dr McGowan: This is an allocation we’re getting for 
this program. 

Ms Martel: Over and above your base budget? 

Dr McGowan: Yes. 

Ms Martel: The reason I’m asking is that Anna 
Watson, who lives in Fort Frances, Ontario, received a 
letter dated September 22, 1999. She wrote to the Min- 
ister of Health to complain that she is a cancer patient 
from Fort Frances, that she has to travel to the Thunder 
Bay Regional Cancer Treatment Centre, and that her 
costs to do that are not covered 100%. In fact, she only 
gets kilometre costs one way, from Fort Frances to 
Thunder Bay. She gets no allowance for food, which she 
has to purchase at the hospital while she’s there for treat- 
ment. She gets no allowance for accommodation if she 
has to stay on the weekend because she can’t stay at the 
lodge in Thunder Bay on the weekend; you have to stay 
in a hotel. So as a result, seeing what was happening to 
southern Ontario cancer patients, Ms Watson wrote and 
wanted to know why the Ministry of Health was not pay- 
ing these same funds for northern cancer patients. She 
received a reply that said, “Cancer Care Ontario and the 
Canadian Cancer Society are paying the expenses for 
cancer patients who travel to northern Ontario for treat- 
ment.” That was signed by the Minister of Health, 
Elizabeth Witmer. 

The reason I asked you the question is because I think 
it is dishonest of the minister to be writing to people and 
telling them that the costs that southern Ontario patients 





are having covered are being borne by Cancer Care 
Ontario or the Canadian Cancer Society. Do you agree? 

Dr McGowan: Perhaps I should answer. 

Ms Martel: Anyone who wants to answer, and I 
would ask the same of the Ministry of Health. 

Dr McGowan: For the patients who are travelling for 
any treatment to the cancer centre that is the one they 
should be travelling to—so people in Barrie going to 
Toronto—there is a travel program that the Canadian 
Cancer Society runs. They have volunteer drivers. For 
the patients who are travelling from their home to a 
cancer centre that is not the one closest to their home, we 
felt that we should fund it as we’ ve recommended. 

Dr Shumak: If I could make a couple of comments, 
first, just to pick up on what Dr McGowan has stated, the 
confusion here I think is because the Canadian Cancer 
Society does have elements, as Dr McGowan has referred 
to, of supporting patients in shorter trips. I can only sur- 
mise that was probably what the minister was referring 
to. 

Ms Martel: Oh, I don’t think so. 

Dr Shumak: With regard to Cancer Care Ontario, 
does Cancer Care Ontario pay for this program? The 
answer is yes, we do pay for this program. I just want to 
stress what Dr McGowan said. Although I take the 
nuance that you’re driving at, that it is a special alloca- 
tion, it is still a program that is administered through 
Cancer Care Ontario. 

I’d like to take the opportunity to speak to the overall 
issue. 

Ms Martel: Before you get there, if I might, Dr 
Shumak, because I’d like to add to this— 

The Chair: One more minute. 

Ms Martel: It’s not only the Minister of Health who is 
doing this. Last week, my staff spoke to the manager of 
the northern health travel grant in Sudbury about this 
issue. The manager at the northern health travel grant in 
Sudbury told my staff that they were disappointed that 
there was so much misinformation about this issue being 
raised and that in fact it was not the Minister of Health or 
the Ministry of Health that was paying for this program 
to allow southern Ontario patients to have 100% of their 
costs covered, that it was the Canadian Cancer Society 
and Cancer Care Ontario which were paying. 

I don’t think there’s any confusion. What we have 
here is the Minister of Health and the ministry I think 
deliberately misleading northern Ontario cancer patients 
who are writing to say, “Why can’t our costs be covered 
too?” That’s a legitimate request that they are making, 
because they’re having to travel to receive cancer care. 
It’s the same for people in Pickle Lake who have to go to 
Thunder Bay, or Red Lake who have to go to Thunder 
Bay, or people in New Liskeard who have to go to 
Sudbury, or from Elliot Lake to Sudbury. Why aren’t 
their costs being covered 100% by the Ministry of Health 
too? 

The Chair: A final comment, Mr Lozon. 

Mr Lozon: I'll be brief. First of all, I apologize. I for- 
got to introduce my colleagues who are with me. Dr Les 
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Levin is a special adviser for cancer services, appointed 
directly to the Deputy Minister of Health’s office at the 
end of 1998. Beside him is Dr Colin D’Cunha, who is the 
chief medical officer of health for the province of 
Ontario. 

First of all, a couple of points of clarification: The re- 
referral program for Cancer Care Ontario for cancer 
patients was set at $23.1 million and that was inclusive of 
the full costs of the service, including the travel grants 
that were the subject of the last questions. 

The other point I’d like to make is that there are other 
programs of the Ministry of Health that may apply here. 
One is the northern health travel grant, which is perhaps 
the basis upon which the reimbursement is being prov- 
ided in certain sets of cases. I’d be quite prepared to talk 
about the northern health travel grant and explain what it 
is in the fullness of time. 

The Chair: Thanks very much. Your 12 minutes are 
up. 

Before we recess, I’ll just use the Chairman’s pre- 
rogative to ask one clarification of a comment that’s been 
made a number of times, and that is, you stated that the 
per-case funding has increased on a per-case basis. Are 
we talking about all of the cases, including those on the 
waiting lists, or just those people who are currently being 
serviced by the system? 

Dr Shumak: The per-case funding refers to the cost 
of treating a patient within one of the cancer centres, 
whether it be one of the cancer centres run by Cancer 
Care Ontario or the Princess Margaret Hospital, so it’s 
the actual treatment. The costs associated with main- 
taining the waiting lists and so on are part of the special 
program that the deputy referred to with re-referral. 

The Chair: Thank you very much. We stand recessed 
until 1:30 this afternoon. 

The committee recessed from 1200 to 1335. 

The Chair: I'd like to call the meeting back to order. 
We’ll start the questioning for 20 minutes with the gov- 
ernment side. 

Mr Maves: Let me just start off by congratulating 
both of our presenters this morning for excellent pre- 
sentations, very thorough and quite informative. 

I was going through Dr Shumak’s presentation. On the 
second page you stated: “Before the creation of Cancer 
Care Ontario in 1997, there was no mechanism to co- 
ordinate all the different types of services that an in- 
dividual cancer patient can require. Similarly, there was 
no mechanism to establish province-wide standards for 
care.” I’m just curious: Did the Ontario Cancer Treat- 
ment Research Foundation not do any of those functions 
at the time? 

Dr Shumak: The responsibility of the OCTRF was 
primarily to manage the eight regional cancer centres of 
the OCTRF. There was also a role they had with regard 
to, for example, launching the OBSP. They also had a 
role in planning for provincial research. But what they 
didn’t have was any mandate whatsoever to coordinate 
the—without trying to make this pejorative, there’s the 
formal system, the informal system, the organized and 


the unorganized. The formal, organized system is the 
Princess Margaret and the eight regional cancer centres. 
The rest of the province, which delivers more than 50% 
of cancer care, never was under the jurisdiction of the 
OCTRF. The important point in the formation of Cancer 
Care Ontario was to try to ensure that all parts of the 
province, all cancer services within the province could be 
coordinated for the first time. That was the sense of that 
statement. 

Mr Maves: One of the things you talked about on 
page 3 of your report was difficulty maintaining “inter- 
nationally competitive salary levels.” I’m just curious: 
What are they here, what are they in our neighbouring 
states in the US, what are they in other provinces? 

Dr Shumak: In terms of the details, I’m going to 
defer to Dr McGowan, who may have these figures. 

Dr McGowan: The three main professionals are 
radiation therapists, radiation oncologists and physicists. 
For radiation therapists, the top of the range of our salary 
rates is of the order of $55,000, which is nationally com- 
petitive. It’s a little bit less than the BC rate but it’s 
nationally competitive. In the United States there’s a 
dollar-per-dollar match, so there’s the exchange rate 
difference. For physicists, we’ve recently raised the 
salaries so that the top of the range—the dollar-per-dollar 
rate is the same as it is in the States, which is just over 
$100,000 for physicists. Again, there’s the exchange rate 
difference. That’s very competitive nationally. For radia- 
tion oncologists, there is a very big difference in the 
salary rates between Canada and the United States. Those 
are well-known differences, and I think there’s no point 
in really dwelling on that. But nationally the salary rates 
for radiation oncologists in Ontario are very competitive, 
are among the best in the country. 

Mr Maves: For each of those in the Canadian com- 
parison you said we’re competitive. Are we in the top 
three? Are we below only one or two provinces? 

Dr McGowan: I would say for physicists we’re at the 
top, for radiation therapists we’re probably number two 
and for radiation oncologists, I’m sorry, I can’t quote the 
ranking but we’re in the top few. 

Mr Maves: The other thing I was interested in is, 
“Currently, 40% of patients are treated within the four- 
week standard.” We’ve had some chats about the four- 
week standard. How many of the other provinces—and I 
don’t know if this is for the Ministry of Health or Cancer 
Care Ontario—have adopted that four-week standard? 

Dr McGowan: The four-week target from the point of 
referral to the start of treatment is the standard that has 
been endorsed by the Canadian Association of Radiation 
Oncologists, which is the medical professional body of 
radiation oncologists in the country. This is a standard 
that has been promoted nationally. 

As far as I know, Ontario is the only province which 
has formally endorsed this as the target. All other prov- 
inces are working to keep their waiting lists as short as 
possible. There is informal, at least at the ministry level, 
agreement with that outside of Ontario. Within Ontario 
we have formal agreement that that is the target we want 
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to reach. I don’t know if there’s any other province 
that— 

Mr Maves: So we’re leaders in endorsing that. 

Dr McGowan: Yes. 

Mr Maves: How long has that been the standard that 
has been put forward by the Canadian Association of 
Radiation Oncologists? 

Dr McGowan: At least five years. 

Mr Maves: When did we adopt that? 

Dr McGowan: At the start of 1999. 

Mr Maves: The next question I have is, 40% of our 
patients are treated within the four-week standard in 
Ontario? 

Dr McGowan: Yes. 

Mr Maves: Are there any other provinces, then, if 
they don’t have that same standard, that are matching 
that, improving that? Where do we stand in comparison 
with some other provinces? 

Dr McGowan: There are differences in the way the 
Statistics are captured and reported in the other provinces, 
so it’s more of an apples-and-oranges comparison, the 
numbers they report. They sometimes report, rather from 
the date of referral, from the date of consultation, which 
is a different point in the process. 

I can tell you that Quebec has sent patients down 
south; Manitoba is sending patients down south. I know 
the waiting lists in BC are long. This is a national issue, 
but as far as where we rank on a benchmark in using that 
specific definition, I can’t tell you exactly. A number of 
the other provinces have longer waits. Certainly Quebec 
is longer and Manitoba is longer. 

Mr Maves: There was a goal set by Cancer Care 
Ontario that by the end of March 2000 we’d be at 50% of 
patients treated within the four-week standard. Is that the 
end gain or do we then have a 2003 goal for 75%, or is 
there not a need to have 100% seen within the four-week 
standard? 

Dr McGowan: You're right in the implication of the 
question. This is a process that takes a couple of steps. 
We could not move from the status we had in the fall of 
1998, of 32% within four weeks, to immediately moving 
to 90% in four weeks. With the four-week target we 
wouldn’t see 100% of patients, but we are aiming at 90% 
eventually. What we’ve set as the interim standard is 
50% in four weeks and 90% within eight weeks. We had 
set that target for the cancer centres. That of course is 
completely dependent upon recruitment and having the 
staff in place to treat the patients. So once we’ve reached 
the interim target, we would then move to setting targets 
to reach the full standard of 90% within four weeks. 

Mr Maves: The aggressive recruitment of radiation 
treatment professionals that you talked about, and we had 
a little discussion about some of them waiting to get into 
the country and whatnot, where are we finding most of 
the ones we’ve recruited, and how are we going about 
that recruitment? 

Dr McGowan: We’re recruiting through advertise- 
ments. The person who is coordinating the hiring for us is 
currently in Australia, attending a conference there and 
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recruiting people. Most of our applicants have come from 
Australia, New Zealand, South Africa and England. 
That’s where most of the recruits have come from. So we 
go through a process of advertisements and attendance at 
conferences. We had someone attend a conference that 
was in Scotland who presented a presentation we have 
that outlines cancer care in Ontario, outlining the radia- 
tion treatment facilities, including the Princess Margaret 
Hospital. We’re doing the same thing in Australia and we 
do this at any of these professional conferences that take 
place. 

Mr Maves: We talked about other provinces adopting 
the four-week standard and 40% getting treatment here. 
Have those countries adopted a similar four-week stand- 
ard? Is it different there? How are they doing measured 
against that four-week standard? 

Dr McGowan: In England they have had a similar 
problem with very long waiting lists and they adopted an 
aggressive approach to reduce their waiting lists. There 
was a national study that was done I guess about three or 
four years ago now which shows waiting times in 
England that were comparable to what we had in Ontario. 
I haven’t seen an updated report from that study. What 
we’ve found is that our radiation therapists here in 
Ontario who trained in England are now receiving direct 
solicitations from England, encouraging them to move 
back to England to treat patients there. So every person 
who has ever trained in England—we have people who 
have been here for 15 years and they’re now getting 
letters asking them to move back. So it’s a tight inter- 
national job market. 

Mr Maves: Mr Newman talked about Ms Caplan 
talking about speeding up the immigration process. Was 
that at the CCO’s or the Ministry of Health’s request for 
some kind of assistance in recognizing the need to speed 
up getting these folks into the country? 

Dr Shumak: I’m not sure what prompted the minister 
to call, what specific event, but the specific call that I 
received was a call initiated by the minister. It was not a 
request from—there may have been some intervention by 
other groups, though I’m not aware of what it was. 

Mr Maves: On page 4 you talked about some satis- 
faction surveys that you did in your re-referral of some of 
the patients you sent out to the States for more timely 
care—excellent levels of satisfaction, I’'d say. I just 
wondered if you’d undertaken a similar process here in 
Ontario. 

Dr McGowan: As a matter of fact, we have. We’ ve 
mounted a very detailed study which has been coordina- 
ted by researchers at Sunnybrook and the department of 
health administration. They are interviewing in a struc- 
tured way patients who have travelled away from their 
home cancer centre for treatment, patients who have 
stayed at their home cancer centre for treatment and 
patients who travelled for radiation as a normal, expected 
part of their care, to compare them in a whole series of 
parameters: satisfaction with their medical care, satis- 
faction with social support, satisfaction with after-care. 
The interviews are taking place prior to going and after 
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_ return. There are formalized processes for evaluating 
_ these that psychologists and health services researchers 


use, and we’re just getting preliminary results from that, 
so I can’t quote anything from there. We’ll be able to 
compare the satisfaction of people who have gone versus 
the people who have stayed to see where the systematic 
differences are. 

As an oncologist, I can tell you that people are always 
unhappy when they’re diagnosed with cancer. We want 
to find out what the different problems are that we’re 
facing with this particular group. 

Mr Maves: The next one is—I’m assuming, because I 


_ don’t know this—if cancer is detected in someone and 


it’s in an advanced stage, does that patient get moved up 
the priority list as compared to somebody who has 
cancer, and obviously any cancer is a serious one, but 
someone who is not at an advanced stage? 

Dr McGowan: The criteria we use are, number one, 
anybody who needs emergency treatment with radiation 
gets it. There are really only a few categories. One is 
when the tumour is pressing on the spinal cord and 
there’s a risk of paralysis. Those patients are always 
treated the same day. There’s a risk where patients have 
tumours pressing on one of their major blood vessels, 
called an SVC obstruction, superior vena cava obstruc- 
tion. That’s an emergency treatment. They’re treated 
within 48 hours. 

1350 

There are very few other diseases that require emerg- 
ency treatment with radiation. There are a few other 
specific categories I don’t need to go into. So those are 
all treated on an emergency basis. 

There have been some specific studies that have 
shown that patients with certain subtypes of some 
tumours have a well-documented reduction in their 
control rates. Those patients are moved up the list. All 
other patients, who constitute the majority of patients 
who receive radiation, are treated on an equal basis. 

Mr Maves: So within that 40% who are getting treat- 
ment in the four weeks, the ones who are in the most 
critical need of care are getting it. 

Dr McGowan: All emergency patients are treated 
within the right time frame, which is anywhere from 
same day to 48 hours. 

Mr Maves: Do any of the ministry representatives 
have anything they want to add, any other answers to the 
questions we had? No? OK. 

One other thing: You talked about the Ontario breast 
screening program and you said that you had plans for an 
independent evaluation of the program by a panel of 
outside experts in recognition of the 10-year anniversary 
of the program. When is that? 

Dr Shumak: The specific arrangements are being 
made. They haven’t yet been made. This is a decision 
that we’ve made. We’ve had some discussions with the 
ministry and we’ll be commissioning that review, but it 
has not yet been arranged. 

Mr Maves: You talked about some other provinces 
that are doing the re-referral and sending some patients 
elsewhere—Quebec, Manitoba? 


Dr McGowan: Quebec and Manitoba. 

Mr Maves: And British Columbia, I thought I had 
read, was doing something, but not any more. 

Dr McGowan: Had referred patients down to the 
United States in the past, but they had discontinued that a 
few years ago. 

Mr Maves: Of course, historically we had similar 
problems in 1989 and 1991. I also noted that in your 
presentations you talked about its being an international 
shortage. It seems like we’re caught again in that same 
shortage and that same dilemma. It seems that everyone 
around the world is caught again in that dilemma. What 
didn’t we learn from 1989 and 1991, and what didn’t we 
learn from other places around the world that let us be in 
this situation again? 

Dr Shumak: Maybe I can speak to that. I think the 
reasons for shortages are really very complex. The reason 
they’re recurring, at least in part, is because they’re 
extremely difficult issues to handle. Having said that, I 
think the one thing that we didn’t learn but we have 
learned now is that it makes some sense to have a 
coordinated planning effort, particularly focused on 
adequate human resources planning. In my mind, one of 
the major charges of Cancer Care Ontario is to do just 
that. I think that we’ll see whether, by virtue of having 
the ability to bring all the players together and talk to the 
right stakeholders, we can avoid having the same 
problems occurring in the future. 

Mr Maves: So one of the key things we did learn was 
to set up something like Cancer Care Ontario to avoid 
this in the future? 

Dr Shumak: [ believe so. 

Mr Lozon: I wonder if I could add to what Dr 
Shumak has said, because although it is mght and 
appropriate that we talk about the human resources that 
provide services for cancer patients—medical oncolog- 
ists, radiation oncologists and radiation therapists, who 
are obviously unique—the question of health human 
resources is a very complex one. There are substantial 
shortages throughout the western world in a variety of 
specialists. It is a national and provincial ongoing plan- 
ning exercise which tends to—having spent 20 years in 
the health care system, I’ve lived through physician 
shortages and physician surpluses, and nursing shortages 
and nursing surpluses. It seems to be a bit of a boom-and- 
bust approach. 

If there’s any cold comfort, labour economists will tell 
you that it’s hard to get any profession right on this one, 
whether it’s engineers or teachers. In this case, I think 
particularly as it relates to the medical subspecialties, it 
will ultimately need to be planned in conjunction with 
overall supply and distribution of medical subspecialties 
which involve all kinds of different types of health 
practitioners. 

Mr Richard Patten (Ottawa Centre): I have two 
areas that I’d like to ask you about. They will relate to 
both the ministry and to Cancer Care as well. They are 
related to prevention and children and the relationship 
between the two. My first question is, where do children 
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fit in, if they do at all, in your program? It’s obviously 
heavily geared to adults. 

Dr Shumak: The answer to that is that in some of our 
cancer centres we look after children with cancer and we 
clearly have the interests of children with cancer as part 
of our concern, but the primary responsibility at the 
organizational level in Ontario is with POGO, the Pedi- 
atric Oncology Group of Ontario. We interact with them, 
but as I say, they have the direct and primary responsi- 
bility. Ours is a more secondary one, save for the fact that 
some of our cancer centres are actually sites at which 
children are treated. 

Mr Patten: What’s the relationship with POGO, 
anyway? 

Dr Shumak: It’s a relationship of keeping each other 
informed. They have no formal accountability to us. It’s 
an issue that does require ongoing assessment. We 
certainly don’t want to have two systems in the province, 
one for children and one for adults, but to some extent 
there are some realities that that is the way health care is 
delivered in the province. 

Mr Patten: Well, you can’t treat children as you can 
adults, as you know. 

The relationship between children and prevention: 
First of all, I don’t have enough time to get into the 
details, but that is a pittance of money, one third of 1% of 
the budget for prevention, when we know in the long 
haul—I support your statement in saying that you have to 
always keep your eye on the long term—this doesn’t 
really support that. If you’re linked up with other systems 
that have collaborative, integrative efforts into research— 
but the children are at the front end of the environmental 
impacts on our society. 

The conference that was just held at McMaster 
showed that dramatically: children’s incidences of 
asthma, for example, 400% in the last 20 years—it’s 
incredible—1% a year for children with cancers, and 
leukemia and lymphoma in particular, because they have 
a more sensitive threshold. It seems to me that if we’re 
talking about prevention that relationship has got to be 
promoted. Frankly, I don’t hear the medical community 
speaking out enough around the external impacts in a 
preventative manner. If you want to talk about root 
causes and call the shots on the environmental degrada- 
tion that we live with and we know, it reminds me of 
tobacco companies. Now we know that for years and 
years they knew damn well that there was a direct link 
with lung cancer, but they never admitted it. 

There’s that element and I’m very concerned about 
that, and a lot of people are, that we have all these silo 
effects, but there is an integrative element here and the 
medical profession can be extremely helpful in pushing 
governments to assume their responsibilities related to 
the environment, to assume their responsibilities related 
to the workplace, in terms of exposure to carcinogens. I 
believe you’ ve commented on that yourself. 

Dr Shumak: Yes. In fact, I agree. That’s one of the 
reasons that we’ve incorporated explicitly these issues 
into our strategic planning. I do want to make the point 


that, as important as it is to do that, when you talk about 
children—and you mentioned tobacco—the major area of 
emphasis still ought to be in prevention by virtue of 
stopping children from taking on the habit of smoking. If 
we did that, that would be the greatest contribution we 
could make. That is not to diminish the importance of 
some of these other areas, and we do intend to do that. 

Dr Schabas may wish to add to my comments, but 
there’s no doubt, as I said before—and I agree with 
you—that we need to give more emphasis to prevention. 

Dr Schabas: Just to expand a little bit on Dr 
Shumak’s remarks, if we look at the difference, and the 
question was asked before about what’s changed from 
OCTRF to Cancer Care Ontario, to my mind the most 
important change is that Cancer Care Ontario is a true 
cancer control agency. It has a responsibility to cover all 
aspects of strategies to reduce the burden of cancer, 
which of course go far beyond treatment and in my 
particular area incorporate prevention and screening but 
at the other end also incorporate things like supportive 
care. I think that’s a very important difference. 

1400 

Clearly, our ability to prevent cancer is going to be 
constrained by our understanding of the root causes of 
cancer. We don’t have a perfect understanding of the 
causes of cancer. I think if we look at things like the 
increase in cancer rates in children, there is a great deal 
of scientific debate and controversy about those causes. 

However, we do know a great deal about the causes of 
some kinds of cancer. We know a lot about the causes of 
lung cancer: 90% of lung cancer in Ontario is caused by 
tobacco. We know that tobacco, mainly through lung 
cancer, causes 25% of all fatal cancers in Ontario. We 
could make an enormous impact on cancer simply by 
dealing more effectively with the tobacco issue. I think it 
has been mentioned before that the Minister of Health, in 
response to a report from an expert panel which I had the 
honour of participating on about a year ago, announced 
some substantial new funding, an additional $10 million 
this year to promote tobacco control. I think that’s a 
wonderful step in the right direction. 

We should all understand, though, from that expert 
panel report that that’s an important first step but there’s 
a great deal more that needs to be done. We also know— 
there’s a very high level of scientific consensus—that 
diet and physical activity are important causes of cancer. 
The World Cancer Research Fund, for example, estim- 
ates that we could reduce the cancer incidence by 
between 30% and 40% if we could shift to a predomin- 
antly plant-based diet and increase our levels of physical 
activity. 

In our prevention focus that’s where we’ve started. 
We started where the scientific evidence shows that the 
big impacts are: tobacco, diet and physical activity. But 
as I said in my remarks before, we’re also keeping an 
open mind and exploring things we can do in other areas, 
like occupational exposures and environmental expos- 
ures. 

Mr Patten: My last question will be perhaps more to 
the ministry. Once you get locked into proportions in a 
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! budget—I say this generically as a non-partisan com- 
_ment—you tend to be locked into that percentage forever 


and ever. From the ministry point of view, in terms of 


"research into root causes related to cancer, what is your 
view about what will be happening? Will there be more 
“resources paying attention to this down the road, along 
the lines that have just been explained in terms of root 
_ causes? 


Mr Lozon: Perhaps I can make a couple of general 


“comments and then turn it over to Dr Levin, who has 
_ more specific knowledge in this area. 


The health system is trying, and has tried ever since 
Marc Lalonde released his report, A New Perspective on 


the Health of Canadians, to incorporate and capture 
| greater preventative activities. It sometimes gets over- 
_whelmed by the fact that we have an aging population, 


we have a growing population, therefore treatment 
i 


activities tend to take a little bit higher sense of urgency 


within that evaluation. But I think the ministry and the 


| Minister of Health have taken a number of steps around 
| 


_ the prevention area, usually in a disease-oriented fashion. 
_ For example, I think that Dr Schabas and Dr Shumak 
have talked about the Ontario tobacco strategy expanded 















































_by the Ministry of Health. We well recognize that it is a 
first step. Also, the heart health program established by 
the Ministry of Health is an initiative on that. We par- 
_ ticipate with the federal government and our provincial 
colleagues in a national diabetes strategy aimed at reduc- 





ing diabetes and the like. Within the ministry, we have a 


_ series of informal processes to make sure that anything 
that comes forward has a prevention screen applied to it. 


So we are doing a number things in the area of 


_ prevention. I would be quick to point out that I wouldn’t 
suggest for a moment that the current allocation of 
_ budget to Cancer Care Ontario is a fixed set of percent- 
_ages. The last 24 months would have indicated quite 
clearly that that was not the case. The next 24 or 36 
_months will be a product of our multi-year planning 
_ strategies with Cancer Care Ontario. 


I'll turn it over to Dr Levin. 
Dr Les Levin: I think this is a very important area in 


terms of trying to reduce the cancer incidence in the 
future. The Ministry of Health during the past nine 
_ months has engaged in dialogue with the ministries of the 
_ environment, labour, and agriculture and food in an 
_ attempt to develop a coordinated response to environ- 
- mental issues and focus on environmental health. One of 


| 


those issues clearly is our joint coordinated response to 


_ the area of environmental carcinogens. As Dr Schabas 


\ 
| 
| 
} 
| 


| 


| 
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has pointed out, not enough is known about environ- 


_ mental carcinogens. It’s clear that one of the future direc- 
_ tions needs to be a focus on environmental science and 


issues around which I think there will be increasing 
government and public interest. 

There is a very healthy dialogue currently between 
ministries to develop a coordinated response. Some of the 
discussions have centred on scientific validation of exist- 
ing standards around environmental carcinogens. Clearly 
other areas that need full discussion both in government 





and public are the areas of risk communication and econ- 
omic evaluation of any policies around environmental 
carcinogens. This is very important as it relates to 
children, because some of these chemicals are bio- 
concentrating, which means that people exposed to these 
noxious substances at a very early age might be more 
prone to concentrate these chemicals and keep them in 
their bodies for long periods of time. We’re very much 
aware of what the problem is and we are trying to deal 
with this as quickly as we can within government. 

Mrs McLeod: I appreciate my colleague raising the 
whole area of prevention, which is obviously a critical 
one. I do want to return to cost of treatment of today’s 
cancer patients, though. My question would be to the 
ministry. I understand that the cost-per-case funding of 
radiation treatment was just developed this fall, so 
presumably the 1999-2000 budget was not based on that 
funding formula for radiation treatment? 

Mr Lozon: In fact it was. 

Mrs McLeod: Are you able to tell me what that 
actually yielded in terms of the cost of treating radiation 
patients in Ontario, the cost per patient? 

Mr Lozon: Perhaps I would turn that to Dr Shumak. 

Dr Shumak: We previously had a budget of $49 mil- 
lion for treatment of patients requiring radiation, and with 
the per-case funding that now is a budget of $60 million. 

Mrs McLeod: You indicated to the Chair just before 
the break that that was the cost of treating patients 
currently. It’s a post-treatment kind of cost so that it’s 
based on the number of patients you’ ve actually treated. 

Dr Shumak: Yes, this is not the cost of patients who 
are waiting for re-referral. There’s a separate allocation 
for that. This is simply the cost within the radiation treat- 
ment program. That’s correct. 

Mrs McLeod: If I can go back to the ministry then— 
and I know you’re not going to tell me what you’re 
budgeting for next year, but can you tell me what you use 
as the estimate? You indicated that you were looking at 
what the actual cost per case should be. I appreciate 
that’s not finalized, but I’m more interested in knowing 
what group of patients you consider when you’re putting 
forward your estimate for the cost of cancer treatment 
next year. We know there’s a long waiting list. We know 
that re-referral is a part of the cost. But in terms of the 
cost per case, are you taking into account treating all the 
patients currently on the waiting list within the four-year 
time frame? One of the reasons I’m asking the question is 
that I’m not used to ministries putting in place open- 
ended budgets, and I’m looking for the ways in which 
this is in some way potentially capped, if it is in any way. 

Dr Levin: Perhaps I can comment and then hand it on 
to Dr McGowan, if he has any further comments, or Dr 
Shumak. 

The cost-per-case formula is applied to actuals in the 
previous year and it is added to the base budget by way 
of year-end reconciliation. In essence, that means both 
CCO and Princess Margaret Hospital will treat as many 
patients as they can during the year in the knowledge that 
they will be reimbursed at year-end. It’s only open-ended 
as it applies to actuals, not to projected cases. 
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Mrs McLeod: It’s open-ended in terms of actuals, but 
in terms of your projection and your budget estimates, do 
you have an open budget? 

Dr Levin: In terms of the projections, in terms of a 
three-year business plan, that will be open-ended, but the 
actual monies expended would be based on actuals. 
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Mrs McLeod: I understand that. I’m looking for— 
you are in a budget process; I’m looking to get a sense of 
your estimate. I know you won’t tell me the dollars. 

Mr Lozon: Perhaps I could add to that, maybe not 
definitive but certainly helpful, hopefully. We understand 
that the incidence is growing 3% or 4% per year, so in 
our budgeting process we at least have to accommodate 
that growth. We understand that. It’s also factored, to 
some extent, on how successful the re-referral program 
is, or is not. Those are some of the elements that go into 
our calculations, which are a matter of considerable 
dialogue between the Ministry of Health, Cancer Care 
Ontario and Princess Margaret Hospital. 

Mrs McLeod: So the ministry has made a commit- 
ment that to the extent that CCO is able to treat every 
cancer patient who requires radiation, you will reimburse 
those costs? 

Mr Lozon: That is correct, on a cost-per-case basis. 

Mrs McLeod: And to do that within the four-week 
waiting time? 

Mr Lozon: | think the four-week waiting time is a 
target we are chasing, that we’re moving towards. We are 
budgeting for a projected number of cases by Cancer 
Care Ontario and Princess Margaret Hospital next year. 
They are going to try to move that number closer to the 
four-week waiting list. I wouldn’t say we would be wait- 
ing on the four-week waiting list explicitly. We would be 
budgeting on what they tell us they think they can get 
towards this year. 

Mrs McLeod: The target for this year was to have 
50% within the four-week waiting time by March 31. In 
terms of estimates for next year—I assume that target 
date can’t be met—are you extending the target with a 
fairly tight time frame for next year so that the ministry 
will budget adequate dollars to fund that commitment? 

Dr McGowan: We established the target so we could 
get an understanding from the cancer centres of how 
many patients they would need to treat in the fiscal year 
to allow us to reach that target. They weren’t able to 
reach that target. Our target for treating patients for the 
upcoming year, essentially, is to treat as many as they 
possibly can. That’s going to be completely dependent on 
the availability of staff. 

Mrs McLeod: I understand that. 

Dr McGowan: So we have a target of eliminating 
referral to the US within 18 months, and that would mean 
we would have reached that target by that time. 

As far as the open-endedness of the budget is con- 
cermed, costs go up in direct proportion to the number of 
cases. There is an upward limit to the number of patients 
who will need radiation. About 50,000 patients a year 
develop cancer; only about half of them will ever need 





radiation. So there’s a limit to the number of patients who 
need radiation in a given year. 
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Mrs McLeod: I appreciate that, and I also appreciate | 
that it’s not solely dollars but availability of personnel. — 


Obviously that’s a whole other issue. 
If I understood you correctly, the March 31 target date 


to have 50% of patients awaiting radiation treatment 


receive it within four weeks can’t be met now. We all 
recognize that. 
Dr McGowan: Right, we cannot meet that. 


Mrs McLeod: I’m not sure if you are telling me you~ 


have abandoned the 50% target and that we now have a 


target that within 18 months all patients will be treated — 
within four weeks in Ontario. Is that a new target? 


Dr McGowan: No. One of the problems with this 
type of targeting, getting it to within a month or so, given — 


the changes in referral rates, recruitment and staff turn- 
over, is that this is trying to get a level of precision over 
something you cannot get that level of precision over. In 
all honestly, you can’t do that. We have to operate within 
a context of, as you’re saying, how do we plan, how do 
we get an idea of what sort of budgeting we need for the 
upcoming year? So I would say that we would like to 
reach this median target of four weeks by the end of the 
coming year. We’d like to reach it sooner. 

Mrs McLeod: A hundred per cent within four weeks? 

Dr McGowan: No, median. 

Mrs McLeod: Fifty percent? 

Dr McGowan: Yes, within four weeks. 

Mrs McLeod: Within a year? 

Dr McGowan: Within a year. We would like to be 
able to reach that. It is very hard to recruit these people 
into Ontario. As we said at the outset, until we start the 
recruitment campaign we can’t tell you how many people 
are out there. The reality is that over the space of a year 
we’ve been able to recruit 40 people from out of the 
country. If we had been able to recruit 90, it would be a 
different story. 

Mrs McLeod: If we had more people coming out of 
our own schools. 

Time exhausted? 

The Chair: Yes. Ms Martel. 

Ms Martel: I’d like to follow up on your manpower 
issues, specifically with respect to radiation therapists. 
This is for the deputy. As I understand it, we now provide 
radiation therapy training in Ontario at the Michener 
Institute, correct? 

Mr Lozon: Yes, that is correct. 

Ms Martel: And the degree program began in the 
1999 academic year, in the fall of 1999? 

Mr Lozon: It’s a joint BScN program with the 
University of Toronto. 

Ms Martel: But the degree part of the program at 
Michener started in the academic year 1999, in the fall? 

Mr Lozon: Yes. 

Ms Martel: It’s true, then, that no radiation therapists 
at all will be graduating from Michener this year. Is this 
correct? 

Mr Lozon: Yes. 
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Ms Martel: I’d like to go back to the reasons for that, 
and I'd like to start this way: I understand that in 1997 a 


decision was made not to offer any radiation therapy 
_ training anywhere in the province. Is that correct? 


Dr Levin: That is correct. 
Ms Martel: And in 1996-97 there had been regional 


‘cancer centres that were offering their own radiation 
_ therapy training. Is that correct? 


Dr Levin: That is correct. 

__ Ms Martel: How many centres were offering train- 
jing? 

Dr Levin: I think five; there were four or five. 

Ms Martel: Can you tell me how many positions 


“would have been in place, in total, between those four or 


‘five regional cancer centres? How many people would 
we have been training in 1996-97? 

Dr Levin: I couldn’t say directly— 

Interjection. 

_ The Chair: Could you speak into the mike, please. 
Hansard can’t pick it up. 

Dr Levin: Sixty-six. 

Ms Martel: So 66 people were being trained at the 


_ regional cancer centres in 1996-97. 


Dr Levin: That is correct. 
__ Ms Martel: As I understand it, the government made 


a decision in 1997 not to offer radiation therapy training 
_) anywhere. 


_ Dr Levin: Can I answer that in a historical context? In 


















































} 1996, there was a joint decision by the cancer centres, the 
i 


then OCTRF and government to defer entry to the 


}| 
! 


! Michener program for one year, based on the fact that the 
'/ ministry was informed at that point that there was a 


surplus of radiation therapists in the province. That 


' occurred at a time when the program was being trans- 


ferred from the cancer centres to the Michener Institute. 
_ So the response to your question is, yes, a decision 
was made, and it was made on the basis of a joint 
decision between the OCTRF, the profession—the 
Tadiation therapists—the regional cancer centres and the 
Ministry of Health. 
__ Ms Martel: May I ask who provided the information 
_ that we would not have a shortage, or that we didn’t need 
to have people in training that year? 

Dr Levin: I think all the above, as far as I can make 


out. The information we have is that this was a joint 
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| decision made on the basis of information brought to a 


| joint committee that met in June 1996. I can’t give you 
_ specifics of who exactly brought that to the table. 
_ Ms Martel: But as you told the committee, the 
| information was that there wasn’t going to be a shortage, 
or that we had a surplus of therapists at the time? 

Dr Levin: The information was that there was an 


_ existing surplus of radiation therapists who could not find 


employment in Ontario at that time, and the decision was 





Ms Martel: At the Michener itself? 
Dr Levin: At the Michener itself. 
Ms Martel: And at the regional cancer centres? 


therefore made to defer that program by a year. 
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Dr Levin: At the regional cancer centres, but the 
ministry agreed a year later to continue a parallel pro- 
gram within the regional cancer centres. 

Ms Martel: What I’m getting at is that if you had 66 
people being trained, I assume you would have the 
Capacity to train at the regional cancer centres in 1997 as 
well, or in 1998. My assumption is that had that decision 
not been made, we would in all likelihood be graduating 
about 66 radiation therapists this year. 

1420 

Dr Levin: The answer is obviously yes. But based on 
the information that was available in 1996, we would 
have been graduating a surplus number of radiation ther- 
apists who could not find employment in the province. 

Ms Martel: But Ontario would have known that these 
people are needed everywhere. You’ ve made that clear to 
this committee, that they are in high demand in the UK, 
they’re in high demand in British Columbia, in Alberta 
etc, so even though they might not have been needed in 
Ontario, the potential certainly existed for them to get 
employment somewhere. 

Mr Lozon: I can’t speak to the specifics of the ques- 
tion, but I think it goes back to the difficulty that the 
system has had traditionally in planning health human 
resources. It is not a perfect environment in any way, 
shape or form around radiation therapists, cardiac 
surgeons, nurses, physicians and the like. What we have 
tried to do, with Cancer Care Ontario and Princess 
Margaret Hospital, is to put in place a process of health 
human resources planning where that will not occur in 
the future. What we are really trying to do is beef up and 
improve the health human resources planning, looking 
forward and not so much through the rear-view mirror. 

Ms Martel: I appreciate that that’s what you are 
trying to do, and clearly, in retrospect, there is a good 
reason for your wanting to do that. If we have a shortage 
of about 77—that’s what’s been in the media right now— 
and if we had had 66 graduate this year, we wouldn’t 
have anywhere near the serious problem we do right 
now. 

Mr Lozon: I think, as Dr McGowan has also pointed 
out, this is in fact a moving target. Not only is it moving 
relative to the incidence and the requirements for radia- 
tion therapy, but it’s also a moving target because, as 
others become more aggressive in their recruiting pro- 
cesses, we are potentially at risk of losing the people who 
are in our system because they’ll go someplace else 
where it’s a better set of circumstances. 

We are trying as best we can to integrate this health 
human resources issue into our future planning with 
Cancer Care Ontario to prevent this from happening, 
along the lines of prevention. 

Ms Martel: I understand that. I guess you’ ve probably 
made my point. We could have graduated people and 
they may have gone somewhere else; they may not have. 
But the regrettable situation we’re living with now— 
people want to point at the feds and point all over the 
place—is that, frankly, a bad decision was made to not 
have people being trained in 1997. We will have no 
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graduates this year. From whatever information—we 
don’t know who came forward with it, but in retrospect, 
it was not a great decision to have made. 

Mr Lozon: Hindsight in health human resources plan- 
ning has traditionally been more accurate than foresight. 

Ms Martel: As a result, we have 77 radiation ther- 
apists that we don’t have in Ontario right now. 

Let me go back to where my colleague Mr Patten was 
going with respect to primary prevention. I’d move back 
to CCO at this point. In the auditor’s report, we had your 
budget for 1998-99. Can you give us your budget for 
1999-2000, first from the Ministry of Health and then 
from your other sources? 

Dr Shumak: I’m going to ask Dr Shabas to speak 
about the specific budget. 

Dr Shabas: You’re asking for the budget specifically 
for primary prevention? 

Ms Martel: No. First I want your overall budget, if I 
might. 

Dr Shumak: Our overall budget for 1999-2000 is 
approaching $200 million. 

Ms Martel: Can you give me the breakdown between 
the portion that comes from the Ministry of Health and 
the portion that is supplied by donors, bequests etc? 

Dr Shumak: About $180 million comes from the 
Ministry of Health. 

Ms Martel: What is the budget for primary prevention 
in 1999-2000? 

Dr Shumak: Richard, do you remember the numbers? 

Dr Shabas: Yes. In the 1998-99 budget, in the oper- 
ating plan for that year, we requested for the first time 
funding to create a prevention unit within the division of 
preventive oncology. I should point out that preventive 
oncology, at least as we define it in Cancer Care Ontario, 
involves more than just primary prevention. That in- 
cludes our screening programs for breast and cervix, and 
we hope in the near future a screening program for 
colorectal cancer as well. It involves the Ontario Cancer 
Registry and our surveillance efforts and it includes a 
research unit which deals largely with issues related to 
cancer genetics and the causes of cancer. 

In that year, the fiscal year 1998-99, we requested 
$700,000 in funding for primary prevention. That was 
approved by the ministry in about February 1999, almost 
exactly a year ago. Of that funding, $420,000 was 
earmarked for a prevention unit which was located at a 
provincial office and is undertaking many of the activi- 
ties that Dr Shumak described in his opening remarks. 
Some $280,000 of that—I believe that’s the correct 
number—was directed to each of the eight CCORs to 
fund the activities of the local prevention and screening 
networks, which are now operational across the province 
and are making contributions in a variety of areas that are 
more specific to the local priorities and the local needs. 

So the total amount of funding within the budget was 
earmarked at that time as $700,000. We did not receive 
any increase to that in the current fiscal year. There were 
some requests and they were not approved by the minis- 





try. I hope we'll be making further requests in this 
coming year. 

Ms Martel: Can I ask what amount you requested 
from the ministry for primary prevention? 

Dr Schabas: I believe the two items that we requested 
in this year’s operating budget were—I’m going from 
memory here, so I apologize if I’m not precise. I believe 
it was $400,000 to promote our activities in the areas of 
particularly diet and physical activity, and we requested 
approximately $100,000 to do improved surveillance of 
occupational cancer with a view towards developing a 
role in primary prevention in that area. 

Ms Martel: Just so I’m clear, you said you will have 
about $700,000 to work with this year. I am assuming 
then the $400,000 and the $100,000 are additional initia- 
tives, over the $700,000. 

Dr Schabas: They were requests—they were not 
approved—in addition to that. That’s correct. 

Ms Martel: What initiatives will you undertake with 
the $700,000 that you have for this year? 

Dr Schabas: As Dr Shumak explained, the priorities 
we have embraced in our strategic plan for primary 
prevention of cancer are in the area of tobacco, where we 
have been very active on a number of fronts—he 
described the activities of John Garcia, who is now acting 
as senior adviser on tobacco issues to the ministry; our 
involvement in the media network; our involvement 
supporting a variety of anti-tobacco agencies, the Ontario 
Campaign for Action on Tobacco, a variety of things. 

We have been active in beginning to establish a 
strategy to address issues of diet and cancer. We’ ve est- 
ablished a collaborative group which is preparing guide- 
lines for Ontario about cancer-prevention eating, and 
we’re in the process of developing strategies to further 
support the implementation of that information. 

In addition, each of the CCORs has established or is in 
the process of establishing—seven of the eight actually 
have functioning prevention and screening networks, and 
each of them has been designated $35,000. I’m doing the 
math in the back of my mind; I think eight times 35 is 
280, which is the number I gave you. They each have an 
allocation of $35,000, which they’re all spending in 
different ways which are reflective of what their local 
priorities are. For example, in Ottawa they are choosing 
to focus on supporting a network around cervical cancer 
screening. In Windsor they are more focussed on 
occupational and environmental concerns. There’s a 
whole variety of uses which is really being left up to the 
local CCORs to identify. 

Ms Martel: Your strategic plan notes two other issues 
in this area. One is occupational cancer, and that CCO 
will create a collaborative group of stakeholders and 
experts to make recommendations regarding surveillance 
of occupational cancer. Is that still included in the 
$700,000, or is that the $100,000 that was turned down? 

Dr Schabas: No. We’re proceeding with that. Creat- 
ing a collaborative group is not in and of itself a highly 
expensive thing, so we’re proceeding. Invitation letters 
are going out. The collaborative group on occupational 
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| cancer surveillance is scheduled to have its first meeting I 
believe in May. The additional $100,000 or thereabouts 
that we requested was to hire an epidemiologist who 
specialized in the area of occupational cancer so that we 
‘could provide some core expertise to support that 
jactivity. Obviously, without that expertise in house, our 
jability to improve our surveillance is going to be very 
constrained. 
._ Ms Martel: Can I ask which stakeholders, experts, 
unions are being invited to participate, to be part of your 
collaborative group? 
| Dr Schabas: The group is being pulled together by 
‘our director of surveillance, Dr Eric Holowaty. I know 
‘that invitations are going out to all those kinds of stake- 
‘holders, including labour groups. I can’t tell you specific- 
‘ally which ones have been invited. 
/ 1430 
Ms Martel: Is there a reason this couldn’t be a public 
| document? Could you table that list with the committee? 
| Dr Schabas: I don’t see any reason why we couldn’t. 
Ms Martel: That would be great, if you would do that. 
The second one was environmental carcinogens and 
‘that you will identify opportunities for evidence-based 
‘interventions. Can you describe: to the committee what 
| that means and whether or not that will go forward this 
_ year too with the new budget? 
Dr Schabas: Yes. We’ve already begun a modest 
project where we are doing a consultation with key 
/ experts in the area of environmental health and environ- 
mental cancers in Canada, and some internationally, 
which will lead to a workshop of those experts. I believe 
| that is scheduled for sometime later this spring. This is 
‘really at the kind of think-tank level of beginning to 
identify what they regard as the appropriate target areas 
‘in the area of environmental causes of cancer and 
| beginning to identify what roles an organization like 
| Cancer Care Ontario could play in that area. 
, Ms Martel: Do you have a list of potential invitees 
| that you could share with this committee in that respect? 
Dr Schabas: I’m sure there is a list of those invitees, 
| and I’d be happy to share it with you. 
| Ms Martel: Let me go back to—this is in the same 
| area, when you talk about prevention in your strategic 
_plan—the Ontario Network for Cancer Prevention. You 
| list some of the members. As I read the members, they 
are primarily from the medical community. I’m wonder- 
ing whether it is your intention, then, to have a larger 
body that would be made up of health activists and 
environmental activists as well. As I read the list, you’ ve 
got staff from the division, Ministry of Health, I believe, 
_CCOR staff, Ontario College of Family Physicians. Then 
there’s the Canadian Cancer Society, Ontario division. It 
| says “other key stakeholders.” It doesn’t describe who 
they are. 
Dr Schabas: We have some consumers. But I should 
point out—you say “CCOR staff.” Those are the chairs 
| of the prevention screening networks in the eight CCOR 
) regions, so those are the people who have been selected 
by the regional networks, by the people who are involved 
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in those areas, as the leaders in those local areas in those 
fields. In fact, six of the seven network chairs are medical 
officers of health. That was their choice. The seventh is 
an occupational health physician from the Windsor area. 
That’s why there is the heavy medical. Certainly you are 
quite right, most of them are doctors. But we do have 
stakeholder input, consumer input. We do have repre- 
sentation from the Canadian Cancer Society. So I think 
the perspective of that group is to identify targets and 
coordinate the activities across the province. 

Ms Martel: When you say “identify targets,” can you 
explain what that means? 

Dr Schabas: It’s essentially to assist us in identifying 
the priority areas for cancer prevention. The discussions 
in that group are the ones that have fed into the priorities 
that are identified in the strategic plan. They are prior- 
ities, as I said, for primary prevention of cancer. 

I want to be very clear that if we really want to make 
an impact on cancer using existing knowledge in the area 
of prevention, the primary focus has got to be on tobacco. 
I can’t emphasize that strongly enough. As we sit here 
and speak, we are facing increasing rates of tobacco 
addiction in young people in Ontario, and I can guarantee 
you that this committee will be meeting in 30 years’ time 
and talking about the crisis in cancer treatment if we 
don’t take action on that, and also the scientific evidence 
about the important impact of diet and physical activity 
on cancer. Those are the priorities that have been identi- 
fied by that group, and those are the priorities that have 
been embraced by Cancer Care Ontario. 

Ms Martel: I would think, though, that cancer in 
workplaces is going to become a more important issue, 
and cancer because of air and water quality is going to 
become a bigger issue. While I appreciate that those are 
the priorities coming out of that committee, I would 
make the argument or the point that perhaps those are 
priorities coming out because you may not have the 
fullest range of people who can participate in that 
committee who would bring a different perspective. 

I go to my own community and look at the number of 
cancers that have come out of Inco and Falconbridge 
over many years and the number of cancers that are 
continuing because of what is being used underground in 
terms of what’s in diesel fuels. So I’m just wondering if 
the committee is going to be expanded further so that you 
cover off more fully those other areas where you’re going 
to continue also to see increases in cancer. 

Dr Schabas: I should also point out that the priorities 
we’ve identified are precisely in line with the priorities 
that were identified by the Ontario Task Force on the 
Primary Prevention of Cancer, which made its report to 
the minister in 1995, and which clearly identified 
tobacco, followed by diet, physical activity and alcohol, 
followed I believe in order by occupational cancer, as the 
most important causes of cancer. Those are the priorities 
that we’ve embraced pretty much in that rank order for 
those reasons. 

That doesn’t mean for a moment that we’re not 
acknowledging that cancer goes well beyond that. That’s 
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in our strategic plan. But part of your first question is that 
we have very limited resources at the moment to deal 
with a huge problem. It’s a tiny percentage of cancer 
spending in the province, and with scarce resources it’s 
incumbent upon us to put the best possible use to those 
resources and to go after the big targets first. 

Dr Shumak: Just to make one point, in response to 
exactly the kinds of concerns that you’ve raised, it is 
important for the committee to understand that in the 
original strategic plan consultation document we said 
very little about occupational and environmental carcino- 
gens. Because of the kinds of issues that you’ ve spoken 
to, the final document is very clear in indicating that we 
do intend to do whatever we can within our resources to 
try to deal with that. I wouldn’t want the committee to 
feel that although these other areas may be more import- 
ant priorities in terms of the sheer volume—there is still, 
as you point out, a significant concern, for example, with 
occupational carcinogens and occupational exposure, 
which we accept and which we see as part of our 
mandate to try to do something about. We don’t disagree 
with that. The issue will be to do the best we can within 
the available resources. 

The Chair: Before I turn to the government, Mr 
Peters, you had a clarification. 

Mr Erik Peters: Yes, we just wanted to understand 
the answer to the budget question for our report. You 
indicated that the overall budget was $200 million. In our 
report, the year before it was $209 million, made up of 
two components: $173 million from the Ministry of 
Health and about $36 from donations and other sources 
available to CCO. When you gave the overall budget 
number, did that include both sources or just the Ministry 
of Health? I wasn’t clear. 

Dr Shumak: The figure that we have for 1999-2000, 
the total budget, is $204 million. 

Mr Peters: So it’s slightly down from the year before. 

Dr Shumak: No, I don’t understand the discrepancy 
on the year before. May I ask our financial officer to 
comment? 

Mr Naresh Khosla: My name is Naresh Khosla, chief 
financial officer. You’re looking at a budget that includes 
our own research and other funding, and the funding 
from the Ministry of Health, including one-time funding 
and flow-through to the Princess Margaret. In 1998-99 it 
was $188 million. In 1999-2000 it will be $204 million. 
If you want 1997-98, it was $159 million. 

The Chair: Thank you very much. The government 
side. 

Mrs Munro: I wanted to come back to an issue that 
had been raised earlier, and that was the question regard- 
ing the radiation technology and the numbers. I wondered 
if we could just walk through this one more time. When 
was the principle of the four-week wait adopted by 
Cancer Care Ontario as the goal? 

Dr McGowan: There is the Canadian Association of 
Radiation Oncologists, a professional body which recom- 
mended this a few years ago. Cancer Care Ontario form- 





ally endorsed this goal in, I believe it was, the fall of 
1998. 

Mrs Munro: Clearly, from the conversations that we 
had earlier this afternoon, this has certainly put Ontario 
in the forefront in terms of recognizing that 40% and the 
four-week goal. 

Dr McGowan: Absolutely. 

Mrs Munro: I wondered whether it would be fair to 
say that when the decision was made around the radiation 
technologists back in 1996, that would obviously have 
been made in a different environment in terms of the one 
we would have today. 

1440 

Dr McGowan: | think that in the mid-1990s there was 
still a recognition that waiting times were an important 
issue for radiation oncology. The endorsement of a spe- 
cifically articulated target was different, but the environ- 
ment was that we recognized that waiting times did need 
to be acceptable. 

Mrs Munro: I just wanted to ask another couple of 
questions, again going back to some earlier discussion. 
This is directed more specifically to the ministry. There 
was some discussion earlier about systemic treatment 
pressures within the system. I wondered whether or not 
someone, maybe the deputy, could speak to the way in 
which the Ministry of Health and Long-Term Care has 
responded to systemic treatment pressures to date. 

Dr Levin: I’d be pleased to answer that. First of all, 
there’s some very good news in the pressures that are 
mounting, and perhaps Dr Shumak might want to com- 
ment further on this. Between 1947 and 1992, on aver- 
age, one new cancer drug came on the market or became 
available for treatment. Since about 1992-94, the number 
of new drugs that has become available has actually 
increased to about six a year, and the cost of these drugs 
is excessive. There’s enormous cost to that. 

The Ministry of Health and Long-Term Care, in 1994, 
approved a program brought to it by the then OCTRF, 
and carried forward to Cancer Care Ontario, for what’s 
called the managed systemic treatment program, in which 
Cancer Care Ontario would validate the necessity, the 
requirements, the guidelines around the use of any new 
drug that became available for cancer patients in the 
province and make a recommendation to the ministry. 
The ministry would flow the dollars for those drugs back 
to Cancer Care Ontario, which in turn would make those 
monies available for hospitals wishing to use those drugs. 
That program started in 1994, so it’s gone from zero to, 
currently, $20 million a year to fund new and expensive 
drugs. 

To the best of my knowledge, Cancer Care Ontario 
has never been denied a single dollar in terms of its 
request for new and expensive drugs, and from the 
ministry's perspective CCO should really be congratu- 
lated for running a very good program in evidence-based 
guidelines for new and expensive drugs. I think that has 
worked extremely well. That’s been an add-on, if you 
like, to the systemic treatment program. 
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Furthermore, in its 1998-99 budget, CCO requested 


/ $1.5 million as an add-on to its systemic treatment base 


and it received $1.5 million. As Dr Shumak has alluded 


to, it made a request for $3 million as an add-on to its 
1999-2000 base, and that request has been agreed to. 


One of the comments the deputy made earlier which I 
think is highly relevant to the whole area of systemic 
treatment pressure is that we seem to lack the ability in 


health care in general to anticipate and to plan for the 


future, given the complexities of human _ resource 
planning. So the task force that Dr Shumak alluded to 


| earlier—once again it’s a great pity, and this is not meant 
to reflect badly on CCO, but I think it’s an overall health 


care problem. We will probably be confronted by another 
crisis, whereas ideally we would have wanted to have a 
projection over a number of years to anticipate and deal 
with the problem. This is why the MOU that was struck 
between the Ministry of Health and Cancer Care Ontario 
is such a useful tool. Within that memorandum of under- 
standing there is an expectation that Cancer Care Ontario 


| will provide a strategic operating and three-year business 
_ plan to the ministry so that we can then anticipate what 

those funding pressures are going to be and respond 
accordingly. 


Mr Lozon: I’m wondering if I could add a little bit to 
the notion of systemic treatment. I think, as Dr Shumak 
has indicated, that systemic treatment for cancer 
therapies occurs to no small extent as well outside of 
CCO. It occurs in many Ontario hospitals and that sort of 
activity. So as the hospital budgets grow, and they have 
grown substantially in the last couple of years, you also 
see some greater capacity to deal with systemic treatment 
questions. 

CCO plays an extremely important role not only in 
providing systemic treatment, but also in developing the 
guidelines. As well, it is playing an increasingly import- 
ant role in the coordination of that entire sort of activity. 

Mrs Munro: Clearly, we’ve heard from the ministry 
over the course of the day the number of significant in- 
vestments that have been made since 1995, including 
$153 million for the development of the five new cancer 
centres in Kitchener, Mississauga, Sault Ste Marie, 
Oshawa and St Catharines. I just wondered, as the co- 
ordinator of the services in Ontario, whether or not you 
feel these are significant investments that will in fact 
come to be able to reduce the waiting lists and improve 
the access to service for Ontarians. 

Dr Shumak: I didn’t mention it before, but it’s 
perhaps relevant to mention now that there was a ques- 


_ tion earlier in the day about what happened in 1989 and 


1991. In 1991, part of the problem was an actual shortage 
of machines and facilities. Although we have a lot of 
difficulties today with human resources, with a couple of 
exceptions which are being addressed in this construc- 
tion, that is not the limiting factor. And with the con- 
struction to which you refer, we will be very well 
positioned in the province with regard to the physical 
facilities to deliver cancer treatment. There will not be 
problems with the physical facilities, any constraints, for 





a good many years to come as a result of this con- 
struction. Even without the construction, except in an 
area such as Hamilton, that is not a limiting factor. 

Mr Lozon: I’m wondering if I could add a little bit to 
this. I think it’s important for the comment to be made 
that the technology underpinning the health care system 
is advancing and changing so dramatically and so rapidly 
that there is a constant forecasting and planning need by 
Cancer Care Ontario, by the Ministry of Health and by 
every other health care provider. With the Human 
Genome Project, with a different set of techniques and 
processes which are coming out with increasing rapidity, 
some of the technologies, some of the human resource 
planning, really have to be current. Otherwise you could 
be planning for a future that may not occur. 

Mrs Munro: I believe you referred to the rear-view 
mirror earlier. 

Mr Newman: Just a question for Dr Shumak. Maybe 
you can help me out here. Have shortages of radiation 
technicians happened in the past in the province? Has 
there been a shortage prior to this? 

Dr Shumak: I don’t know the past history as well as 
I’m sure Dr McGowan does in terms of the numbers of 
technologists, so I’ll refer that question. 

Dr McGowan: The issue of whether or not there may 
or may not have been a shortage of radiation technolog- 
ists in the early 1990s was a moot point then because 
there wasn’t the equipment for them to work on. So even 
if they had been available, we wouldn’t have been able to 
have them work on the equipment. With the capital ex- 
pansion that’s taken place over the last decade and the 
ongoing capital expansion, it then gets to the point where 
you have to look to the therapist shortage. So in your 
specific question about whether or not we’ve had a 
radiation therapist shortage in the past, I actually don’t 
know whether or not this was a specific issue prior to the 
current problem. 

Mr Newman: My reason for asking is that I was 
doing some research for today, and the Toronto Star 
reported that back in 1989 there was a shortage of 
technicians, so I just wanted to know if that was indeed 
the case or not. 

The Chair: That’s the fountain of all truth, the 
Toronto Star. 

Mr Newman: In the House, the Chair’s statement is, 
so I just thought I’d ask if that was the case. 

Dr McGowan: I’m sorry that I don’t know. 

Mr Newman: OK. 

1450 

Mr Lozon: I wonder if I could just make a comment 
here, because I think this is where both Cancer Care 
Ontario and the Ministry of Health and Long-Term Care 
really value the recommendation of the Provincial Aud- 
itor. He has indicated through his audit recommendations 
that it’s so important to coordinate the planning for 
physical facilities and the human resource facilities 
against this incredibly complex health burden. I think we 
have put in place, through the memorandum of under- 
standing and through our ongoing relationship with 
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Cancer Care Ontario, a really good start on that particular 
integrating process. The work was underway. The Prov- 
incial Auditor has helped us move it along through his 
recommendations. So I think it’s extremely helpful to 
have that. 

Dr Shumak: I was just talking to my predecessor and 
asking him if I could get some further information about 
this. Intermittently, there were issues with regard to 
radiation therapists. At those times the primary issue was 
that we didn’t have the money to hire radiation therapists. 
So that’s quite a different situation than what we have 
today. Today we have the money but we don’t have the 
radiation therapists. 

Mrs McLeod: Before I leave the budget question 
entirely, to come back to the question that Mr Newman 
was just beginning to raise, I wanted to follow up on Mr 
Levin’s responses to Ms Munro. You were giving her 
some specifics about the approval of CCO’s budget for 
the current year. Do I understand, then, that the CCO 
budget submissions have been fully approved? 

Mr Lozon: I think I'll answer that question. I would 
say that it’s never the case where everyone gets every- 
thing they asked for in a very tight fiscal resource. 
Cancer Care Ontario, in the context of this particular 
issue in terms of increasing radiation therapy activities 
and helping with the re-referral program, has generally 
received quite favourable support from the Ministry of 
Health for its budget needs. 

Mrs McLeod: When would the approval response to 
CCO’s budget submissions have been made in 1999- 
2000? 

Mr Lozon: I’m sorry, I can’t answer that. I’ll have to 
ask Dr Levin when the approvals came. 

Dr Levin: The approvals came in three different 
stages. The first was that CCO was approved for its exist- 
ing base, just to make sure that it could continue 
operating. I think that was in August. They submitted an 
operating plan to the Ministry of Health at the end of 
July, I believe. The ministry received that and had some 
recommendations to make and questions to ask in that 
respect. CCO responded on September 8. On September 
10 we received a formal presentation by CCO for its 
operating requests for 1999-2000. CCO’s requests 
totalled approximately $60 million, which were then 
reviewed extensively by ministry staff, and out of the 
$60 million a total of approximately $40 million was 
identified as a significant pressure that needed to be dealt 
with. The ministry has managed to flow approximately 
$30 million of those $40 million either directly or in- 
directly to CCO through various programs, and the 
outstanding amount has been identified in the business 
planning process or applications within the Ministry of 
Health. The results of that will probably be known when 
that process is completed. 

Mr Lozon: Because of the importance of this par- 
ticular issue, we are in quite regular contact with Cancer 
Care Ontario around their budgets and their issues. We 
tend to respond as quickly as the ministry is capable of 
responding to these particular issues. 





Mrs McLeod: I'll just take the answer in the spirit in 
which it was given. I’]l bite my tongue on that one. I will 
note for the record that I think this committee, the audi- 
tor, the Legislature and the ministry should be concerned 
about the fact that CCO budgets are not being dealt with 
until the end of the fiscal year in which they supposedly 
have been providing the services. I hope that’s an issue 
that the auditor may examine in the future. 

I want to move to the whole issue of the staffing 
standards, and I’m back to the radiation waiting times. 
The auditor had noted that at the time of the audit there 
were no staffing standards in place. I assume that means 
both for radiation oncologists as well as for radiation 
therapists. The MOU does not speak to the specificity of 
staffing standards being in place, so I don’t know from 
the MOU whether or not staffing standards are in place 
now. 

Secondly, I’d be interested in knowing whether or not 
there are staffing standards in both oncology and in 
radiation therapy in other provinces that you take as 
benchmarks and how we would compare to those staffing 
standards. 

Dr McGowan: There are staffing standards that were 
presented in the task force on human resources and 
radiation services and they were accepted and endorsed 
by the Minister of Health. For radiation oncologists, the 
staffing standard was 215 new cases per radiation on- 
cologist phased in, and we recommended those be phased 
in over three years, from 260. 

Mrs McLeod: What would the current be, then? 

Dr McGowan: The current standard for the past fiscal 
year was 245, and most radiation oncologists are seeing 
closer to 260 still. For medical physicists, it was 300 
treated cases per medical physicist. For radiation therap- 
ists, it was a standard based on the number of machines. 
We had a recommendation that it be seven per machine, 
and we’re phasing that in over five years from the current 
of 6.5. 

Those standards are what form the basis of the funding 
formula. The current funding was based upon the staffing 
standards and the salary levels that were set in the 1999- 
2000 fiscal year. 

The JPPC process incorporates those staffing stand- 
ards, so it’s a standards-based funding formula, based 
upon the staffing levels and the salary levels, so that the 
staffing standards are built into the funding. 

As far as how we compare to other jurisdictions, BC 
has staffing standards. There is a slightly different metric 
for their staffing standard, and we are relatively on par 
with other jurisdictions. Again, professional organiza- 
tions nationally are looking at staffing standards. While 
they use slightly different metrics, if you convert them, 
we are again on par. 

Implementation requires two things: (1) It requires 
funding, which is implicit in the funding formula when 
you can be vigilant that the funding formula continues to 
have those contained in it; and (2) the availability of 
staff. 

Mrs McLeod: On the latter, and before I ask you spe- 
cifically about programs to deal with personnel training 
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‘and recruitment, the seven per machine that is the 
standard—what would the current be now? 


Dr McGowan: It’s 6.5. 

Mrs McLeod: I don’t have enough time to explore 
this in the depth I would like to. If you just looked at the 
oncology target to be phased in over three years, how 
many oncologists would we need to graduate in Ontario? 
I understand that people move out, but do you have an 
estimate of what we would need to do in comparison to 
the number who are now going into it, or even the 
number of specialities that are available, let alone the 
number going into it? 

Dr McGowan: We need 14 right now and we would 


_need approximately the same number per year over the 


next two years. We have few graduates coming out of the 
radiation oncology program. 

Mrs McLeod: I’m sorry, how many? 

Dr McGowan: I think it’s two, and then in the 
following year, zero. 

Mrs McLeod: IJ ask the ministry, is this one of the 
areas that we are ready to make some immediate moves 
on in terms of, first of all, medical school enrolments as 
recommended by Dr McKendry for September 1999, in 
order to start to increase the number of specialty training 
positions in hopefully oncology residency as well as 


others? I say that recognizing that in terms of the 


McKendry report, oncology isn’t even recognized as one 
of the most urgent shortages in specialties. 

Mr Lozon: A couple of comments with respect to 
physician human resource planning. The McKendry 
report was commissioned by the Minister of Health in the 
fall of 1999 to look at the situation around medical 


_ human resources, both supply and distribution factors, 


because the information is quite dichotomous and contra- 
dictory, depending on the source of the particular in- 
formation. Dr McKendry delivered his report early in the 
new year and the ministry acted quickly on a series of 
short-term recommendations that the McKendry report 
had provided around foreign medical graduates and 
licensures etc. 
1500 

The longer-term approach will be determined through 


_ the work of the expert panel, which had its first meeting 


this past week, chaired by Dr Peter George from 
McMaster University. I expect that report to be in the 
hands of the ministry in a final form by the beginning of 


' the summer. 





One thing that I think is important to keep in mind is 
that the ministry has traditionally not determined the type 
of residency slots that will be allocated across the 
province or the country and has rather more of a higher- 
level view on it. 

Mrs McLeod: I understand that. I do want to note for 
the record that means medical school enrolment cannot 
be increased by 55 as of the fall of 2000. 

I don’t want to cut off Dr McGowan, but I do want to 
ask about radiation therapy estimate numbers too, so 
maybe I can let you respond to that and then you can also 
tell me how many radiation therapists we will need to 





meet the target and whether or not your estimates would 
include what would be needed for the three new cancer 
centres, respecting that we need to integrate that and 
would include new numbers that would be needed, for 
example, at the Princess Margaret Hospital or at Sick 
Kids. 

Dr McGowan: Your first comment is regarding radia- 
tion. The medical oncologists were not specifically part 
of the McKendry report. Within radiation oncology 
there’s been a change which is beyond the authority of 
Ontario, which is that the training program structure has 
changed significantly. Medical students now have to 
make the decision to go into radiation oncology, whereas 
previously that was made after one or two years of 
training in another program. So there’s been a very 
significant structural change in radiation oncology train- 
ing which has affected the attractiveness of the specialty. 
It’s something that requires people to have done 
something else, typically, before they become attracted to 
this actually fairly small specialty. 

Mrs McLeod: And CCO will have some input to the 
expert panel, I assume, so that the issues related to radia- 
tion oncology or medical oncology are being addressed? 

Dr Shumak: I can speak to that. I’ve already spoken 
with Dr George and he’s assured me that we will have an 
opportunity to be part of that. 

Mrs McLeod: I appreciate that. Let’s move on to 
radiation therapy and the estimates of need and how that 
fits with our training numbers in Ontario. 

Dr McGowan: Our training program at the Michener 
Institute was authorized and funded for 75 students to 
come into the 1999 entry class. We were not able to 
attract the full 75. We were funded to have 75; there just 
weren’t 75 people who were qualified and interested in 
the program. We look like we’ll be able to bring 75 into 
the 2000 entry year. 

We currently have within Ontario 44 vacancies. 
There’s a turnover of about 40 to 50 staff per year, so we 
need to have approximately 40 per year just to take into 
account turnover and then we need an increment of 3% to 
4% a year, so that brings it up to the SO to 50-some-odd 
we need each year. The three new cancer centres will 
need 78 radiation therapists. Our training and our num- 
bers for the entry into the Michener program take into 
account two things. One is our need for the new cancer 
centres, our need for turnover replacement and incre- 
ment, as well as our capability of training people in the 
cancer centres. There is a limit to how many people can 
be trained in the cancer centres. If you can imagine, there 
are 450 therapists in the province; 78 is a large percent- 
age of that. There’s only so much time they can devote to 
training. I think we’re starting to get to the maximum of 
our training capabilities, so those two things are taken 
into account. 

However, yes, the answer is with 75 students per year 
coming out of the Michener program and the opening of 
the new cancer centres, we should be able to staff 
appropriately as long as there isn’t another jurisdiction 
that has a more successful recruitment program. 
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Mrs McLeod: Appreciating all of that, based on the 
planning model, how soon does the recruitment abroad 
end? 

Dr McGowan: It will certainly continue this year, in 
the year 2000, because, as has been pointed out, there are 
no graduates this year. In the following year, the year 
2001, we would have liked to see 70 to 75 graduates. 
We’re going to see about 50. So we’ll likely need to 
continue recruitment until we get to the year where we 
have 75 students coming out, which will be two or three 
years from now. 

Mrs McLeod: Again, for the record, I don’t know if 
you need to or would want to respond, but one of the 
concerns that has followed the closure of the training 
programs in the cancer centres—and I’m not asking you 
to revisit that whole debate about whether it was a good 
thing or not a good thing and why it was done—is there 
is a very real concern for people, at least in northwestern 
Ontario—it may be true in northeastern Ontario as 
well—that they are not going to be able to access the 
training program in Toronto without experiencing signifi- 
cant costs. I’m not perhaps surprised that you’re unable 
to recruit enough people. I would like to suggest for the 
record that if some way of handling costs for people who 
have to travel for the program or of having—I know you 
started the regional program in an attempt to deal with 
the sudden knowledge that we needed people and we 
were going without graduates for a while. I think those 
regional programs need to be continued as adjuncts of 
Michener, if necessary, to give people in northern 
Ontario an opportunity to train. We’re concerned that 
we’re not going to have people coming back from the 
program and we’re going to have serious shortages in 
northern centres. 

Dr McGowan: Clearly it’s easier to recruit people 
back to the northern centres if that’s where they grew up 
and they go back home to work. Because of that, the 
Michener Institute is working very closely with regional 
cancer centres in northeastern and northwestern Ontario 
to ensure that we recruit people from those areas. There 
are ongoing issues and discussions regarding the training 
sites. That does get down to issues of the educational 
needs and we have to make sure that people receive the 
appropriate training. So we are looking at that issue. We 
think it’s very important as well. The most important 
part, we think, is recruitment from the region. There are 
issues in Ottawa as well of needing bilingual staff. So 
there are regional issues as well outside of the north. 

Mrs McLeod: Have I exhausted my time yet? 

The Chair: No, you’ ve got five minutes left. 

Mrs McLeod: Good. I can do at least two things. 

Before I leave the north, then—and I do want to come 
back to the issue of access to pharmaceutical treatment as 
well, which you addressed in your strategic plan and the 
auditor made reference to—I do want to just ask the 
ministry—it comes back to a question Ms Martel was 
raising earlier this morning on the inequitable treatment 
of people from northern Ontario, whose costs for having 
to travel for cancer treatment are not being covered. I 








know that CCO, in answering the question, was defining 
“travel” as those who are re-referred from the cancer 
centre they would normally be treated at. But it is par for 
the course for northerners to have to travel. In fact, in 
1997-98 there were 12,479 cancer patients who received 
northern health travel grants. 

Is it unfair to say—I ask the deputy this—that the 
reason that the inequitable situation exists for cancer 
patients is that in one situation it’s temporary and 
numerically limited, hopefully, and in the other situation 
it’s simply too huge and too costly for the ministry to 
provide that fair treatment? 

Mr Lozon: I will respond to that in the following 
fashion: The ministry has for a number of years had a 
northern health travel grant. The purpose of the northern 
health travel grant is to help people throughout the north 
move to centres that are close to them, but underlying 
this entire premise is to try to build capacity in the north 
to help people in the north access services at home. So 
there has been increased funding for nurse practitioners; 
the implementation of the rural and northern health 
framework, the annual health professional recruitment 
tour and the like have always been part of our efforts to 
build a greater capacity for medical service in the north. 
The northern health travel grant helps to defray the costs, 
but it’s really not an intentional activity. We would 
prefer, actually, to have the services in the north and to 
build that particular capacity. 

Mrs McLeod: So would we all. 

Mr Lozon: That’s how we’re approaching the north- 
ern health travel grant. It’s going to stay in place. There’s 
no intention of amending that at this particular time. With 
respect to Cancer Care Ontario and the exceptional set of 
circumstances we have dealt with there, we have dealt 
with it as an exceptional set of circumstances on a 
temporary basis to allow for the system to get rebalanced. 

Mrs McLeod: You do realize that the north is excep- 
tional because we have no alternatives and therefore it is 
ongoing, costly and significant and not something the 
ministry is prepared to deal with. 

I will turn to pharmaceutical care. In the strategic plan, 
you indicate—the question would be for Dr Shumak— 
that there’s a need to expand the new drug funding pro- 
gram to a comprehensive, managed anti-cancer drug 
program. I have so few minutes left, I am going to ask 
you to expand a little bit on what you mean by saying 
there needs to be a more comprehensive program that 
includes oral drugs. What kinds of challenges are we 
facing on the drug program? 

If by chance you have any time left, I wanted to ask 
about the breast cancer screening program. I understand 
they’re not accessing the whole target group in terms of 
people getting screened, but why would people still opt 
to refer to or to use centres that are not under the Ontario 
breast screening program? 
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Dr Shumak: I’11 try to leave time to answer the last 
question. 

With regard to drugs, the existing program that we 
have, which has already been referred to, is the program 
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_ for new drugs which tend to be very expensive. That is 
an ongoing issue for us, as Dr Levin pointed out. This is 
becoming a very substantial cost. To this point we have 
been able to ensure that patients who require these drugs 
have access to them. That is entirely handled through 
Cancer Care Ontario. All patients in the province who 
_have access to these drugs do it through Cancer Care 
Ontario. I share Dr Levin’s comment that this has worked 
very well. 

_ What we are talking about with regard to expansion of 
this is that there are also old and expensive drugs, as well 
as new and expensive drugs, and there are issues in 
ensuring that patients who need chemotherapy can get it 
within our existing health care structure, because some- 
‘times financial concerns are at issue, and there are 
differences in terms of access, depending on whether 
these drugs are oral or intravenous. 

One goal of Cancer Care Ontario is to consider and 
| work with the ministry and with the hospital sector on the 
possibility of taking charge, taking responsibility for 
chemotherapy in general throughout the province. The 
concept would be that all chemotherapy drugs could be 
funded through Cancer Care Ontario. At the present time, 
they are funded in a variety of different ways. This is 
certainly a concept that we think deserves further study 
_and exploration. 

_ I would ask Dr Schabas to comment with regard to the 
_ breast screening program and why women might choose 
_ to go to a non-accredited facility. 

Mrs McLeod: Or to be referred, because I understand 
_it probably comes to a physician referral, and I wonder if 
is a matter of educating physicians in terms of the 
_available resources. 

_ Dr Schabas: I wish there was a simple answer to that 
: question. I think one lesson the Ontario breast screening 
| program has learned over the last decade—and those who 
_were involved in medical education probably knew this 
_all along—is that changing physician behaviour patterns 
| of referral and care is extremely difficult. You’re right, 
_ it’s not a question of women selecting to go to non-OBSP 
centres; it’s a question of going to their physicians and 
_ being referred to non-OBSP centres because that is where 
_ the physicians are used to referring not only women for 
| mammography but all their patients for a variety of 
radiological procedures. 

The OBSP basically spent its first five years trying to 
| persuade physicians to change their referral patterns, with 
very limited success. The major change in approach of 
_ the OBSP over the last five years has been to try to incor- 
porate, to affiliate with more and more and, ultimately, 
we hope with all mammography facilities in the province 
and bring them into the program. That is an uphill battle. 
| There are a lot of them. We have a lot of prejudices and 
_ inertia to overcome and we have the problem we face 

with many of the current facilities that for various 
reasons the quality is not sufficient to involve them in our 
| program. 

So one thing we have been focusing on doing particul- 
arly last year was assisting mammography facilities to 
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upgrade their equipment and procedures so they would 
be able to affiliate, and with some considerable success. 
We have had a rapid growth in affiliated agencies and 
mammography sites. I believe we have five more sites 
that are going to affiliate before the end of March. That 
strategy is working, but it is a long-term, labour-intensive 
Strategy. 

Ms Martel: I’d like to follow up on the breast screen- 
ing program. It comes about as a result of a call that 
Frances Lankin received from a constituent. 

But before I get to that, so I am clear: Do you have to 
have a referral to go to one of the programs? 

Dr Schabas: Not to the OBSP, but if you have a 
screening mammogram outside the program, you need a 
physician referral. 

Ms Martel: The question had to do with this: Is it a 
fact that there is no accredited Ontario breast screening 
program clinic in downtown Toronto right now? 

Dr Schabas: We have facilities within Toronto, but 
not in the downtown core. That is correct. 

Ms Martel: I mean specifically in the downtown core. 
Was there a program at Princess Margaret? 

Dr Schabas: There was an affiliated screening site at 
the Princess Margaret Hospital. That affiliation agree- 
ment essentially lapsed six months or so ago I believe, 
related to the reorganization of the University Health 
Network. We are currently engaged in negotiations with 
the University Health Network to reaffiliate with the 
OBSP, but it’s certainly a problem. 

Ms Martel: Just so I’m clear, was that clinic paid for 
by the Ministry of Health through OBSP, or was it paid 
for by Princess Margaret? 

Dr Schabas: Just to be very clear, within the OBSP 
we have a series of hub sites—there are nine hub sites 
and one mobile van—which are paid for by the OBSP. 
They are fully funded by the OBSP. The remaining 
sites—roughly 45, soon to be 50—are affiliate sites. 
These sites are either in hospitals or independent health 
facilities and are funded by whatever mechanism they are 
funded by, and we pay them on a per-screen basis for 
their screens as part of the OBSP. Those are what we call 
affiliate sites. 

Ms Martel: So because she lived downtown, in order 
for her to get into Princess Margaret—she was told she 
couldn’t access their screening program because she 
wasn’t one of their patients. Would that be true? 

Dr Schabas: I have no idea. My assumption would be 
that since that site is no longer an affiliate of the OBSP, 
she would require a physician referral, a requisition 
signed by a physician. That’s true of every mammo- 
graphy facility in Ontario that is not part of the OBSP. 
Whether they have additional policies with Princess 
Margaret, I can’t tell you. 

Ms Martel: Is CCO working to establish something 
else, then, in the downtown core? 

Dr Schabas: As I said, this is a source of frustration to 
us too. We want to provide coverage everywhere in the 
province; we want to have every mammography site 
affiliated with the OBSP. But it’s a long, slow battle, and 
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I’m afraid it’s not all progress. Yes, we are negotiating 
with the University Health Network. Yes, we’re negoti- 
ating with Sunnybrook and Women’s College to establish 
exactly those sorts of downtown sites. We’d like all the 
downtown hospitals to be affiliated with our program, but 
at the moment that’s not the case. 

Ms Martel: It’s not an issue of funding, then. 

Dr Schabas: It’s not an issue of our being able to 
offer them funding to perform OBSP screens. Because 
we’ve been on a per-screen funding basis with the Min- 
istry of Health going back four or five years, we’ ve been 
in the position that we essentially have had a blank 
cheque to increase the number of screens. It’s a question 
of our persuading these other sites—public hospitals and 
independent health facilities—of the merits of affiliating 
with the OBSP. I think we’ve been quite successful in 
that regard in the last couple of years, but there are 200 
sites in the province and we are going to be at 60 by the 
end of next month. 

Ms Martel: OK. I'd like to return to the issue I was 
discussing this morning before we broke, and that had to 
do with northern cancer patients trying to access northern 
cancer services. 

Dr Shumak, you mentioned that CCO has established 
a task force to look at this issue and would make some 
report available to the ministry. Can you elaborate on 
this? 

Dr Shumak: Yes, I’m pleased to do that. This is a 
task force that is being conducted at the level of the CCO 
board. One of our board members is chairing this task 
force, and the report of that group will come back to the 
board of Cancer Care Ontario. Based on the information 
that is received, the final board recommendations, 
whatever they may be, will be forwarded. 

Ms Martel: Can I ask what you are looking at, who 
you’re talking to, what issues you’re sorting out? 

Dr Shumak: I can’t comment in detail on the agenda 
of this task force, but it’s being chaired by one of our 
board members from the north. 

Ms Martel: Is it Gerry Lougheed? 

Dr Shumak: Yes, it is. As you know, Mr Lougheed is 
very familiar with these issues, and I believe the task 
force is not just in the northeast but also involves input 
from the northwest. I know that Mr Lougheed has con- 
sulted widely in his deliberations, including with some of 
the officials in the ministry involved in the north. That’s 
all I can tell you. He hasn’t shared his agenda with the 
board yet, so I can’t give you the details. 
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Ms Martel: Maybe I can provide two bits of informa- 
tion and then give you my perspective as a northerner 
who deals with some of these patients. I understand from 
Mr Lougheed that he did approach the Ministry of Health 
regional office in Sudbury about the northeast CCOR 
assuming funding for the accommodation, travel and 
meals of northeastern cancer patients, with the same to 
happen in the northwest, and that several months ago the 
ministry said they themselves would put forward a 
proposal internally to have this happen. This has not been 





done, and this was several months ago. I found that to be 
frustrating. 

The second thing is that you may or may not know 
that he also received some funding from Fednor to do a 
study in northeastern Ontario among communities to find 
out their biggest barrier to accessing cancer treatment, the 
biggest single barrier people in northeastern communities 
face. The report will be released in two weeks. The 
biggest single barrier in 37 of the 38 communities is 
travel to the Sudbury centre for cancer service. 

I say to you as honestly as I can that this is a very 
serious issue and the northern health travel grant is not 
responding to this situation, and frankly I don’t think it 
should. I think it’s time that we deal with cancer services 
under the Cancer Act and under the mandate of CCO, so 
that we provide the funding that’s necessary to ensure 
that northern cancer patients have access to the services 
they need. I leave you with two cases to show you why 
this is serious. You said before that CCO made a decision 
to fund southern patients because these were exceptional 
circumstances. Let me share with you what I think are 
exceptional circumstances for northerners trying to 
access cancer treatment in Sudbury or Thunder Bay. 
These two instances occur in Thunder Bay. 

The first is a woman named Donna Graham—we 
raised this in the Legislature with the minister in 
November. Donna Graham lives in Pickle Lake. It is 
1,100 kilometres to go from Pickle Lake to Thunder Bay 
and back for cancer treatment services. We’re not going 
to get a linear accelerator in Pickle Lake, so of course she 
has to go to Thunder Bay. The cheapest flight for her is 
$570 return. If she goes for treatment and has to stay over 
the weekend, she has to pay for hotel accommodation in 
Thunder Bay because, for some reason or other, the lodge 
does not continue to have people over the weekend. She 
also has to pay for her meals, which she pays for at the 
hospital at probably a cheaper rate than other places, but 
it still is a cost that has to be assumed. Under the northern 
health travel grant, Donna Graham receives the sum total 
of $156 for her trip. She can’t afford to buy a plane 
ticket, so twice a month she and her husband drive 1,100 
kilometres roundtrip to go to Thunder Bay for cancer 
treatment. I think that’s an exceptional circumstance, and 
she’s not the only one. We see people from Red Lake 
driving four and a half hours to Thunder Bay. We see 
people from Fort Frances doing the same thing. 

The second case also involves a woman whose case 
we raised in the Legislature too, to try to get the min- 
istry’s head around why this discrimination exists. This 
case involves a woman by the name of Gladys Whelan, 
who is a senior on a fixed income. She also wrote to the 
minister about her case. She had to travel from Fort 
Frances to Thunder Bay three times, and the cost of those 
trips was over $1,000 out of her pocket. She had to get 
someone to drive her, she had to pay the costs of staying 
on the weekend and she had to pay for food etc. The 
fourth time her specialist asked her to come to Thunder 
Bay she told him no, because she couldn’t afford to come 
any more. I think that’s an exceptional circumstance. 
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I raise those two because they reflect hundreds of 
other people in northern Ontario who are trying to access 
cancer services close to home. But the closest to home 
for some of these folks is four and five hours away. It’s 
not going to change; we’re not going to attract the 
specialists or the machinery we need into those small 
communities. So I implore you today, if I can, to take a 
serious look at this issue. For many people, this is what 
they have to put up with when they look for cancer treat- 
ment. Their situation is not going to change. I think 
Cancer Care Ontario could make a legitimate case to the 
ministry, as you did for the people in southern Ontario 
who have to travel, that northerners in these circum- 
stances should have their costs covered too. They are 
trying to access cancer services like everyone else. I 
think it would not be untoward to ask the ministry to flow 
money to cover 100% of these costs for northern cancer 
patients in the same way that you do for southern 
patients. It’s all about access to cancer care. These are the 
only ways these people can get access to cancer care, and 
these are the kinds of costs they have to assume. 


I know that Gerry is trying to do some work. I know 
he’s very frustrated because the Ministry of Health 
regional office in Sudbury said they would come forward 
with a proposal at least three months ago and have not. 
He will come out with a report that clearly shows that, at 
least in the northeast, this problem is the single most 
important barrier to cancer treatment for 37 of 38 com- 
munities. That will be released in two weeks. I just think 
it is incumbent upon CCO to make a proposal to the 
ministry, to say: “We cannot have this discrimination any 
more. We need to treat people in northern Ontario 
properly when it comes to covering their costs so they 
can be sure to access services.” 

I'll leave it at that. I don’t expect you to respond, but I 
hope that when you go away from here today you will 
really take the initiative to do that as soon as possible and 
to make that request for money to flow into the northeast 
and the northwest to deal with these very serious situa- 
tions. 

Let me ask, are we to assume that this strategic plan is 
your 1999 report card, or is a different document coming 
out? I understand that this hasn’t been— 

Dr Shumak: This is not a report; this is our strategic 
plan. This is intended to be the guideline for us over the 
next several years. 

Ms Martel: Do you have a 1999 report card that has 
been prepared and was not released? 

Dr Shumak: It depends on what you’re talking about. 
Are you talking about an annual report, or are you talking 
about a report card on the cancer system? 

Ms Martel: I’m not sure. I understood that at one 
point in the last couple of years you issued a report card. 
I don’t know if that was in 1997-98— 

Dr Shumak: That helps; that clarifies it. A report card 
was released in 1998-99, and we have a tentative report 
card that we are working on, which we have delayed for 
a variety of reasons, largely because we want to be very 
sure, before we release anything—we know the signific- 








ance that is attached to this, and we want to be sure we’re 
giving the right messages. So it’s in the works. 

Ms Martel: I apologize that I didn’t read your other 
report card. Can you tell me some of the details that 
would be included in that report card? 

Dr Shumak: I’!] ask Dr Shabas, who was the primary 
author of that report card, to speak. 

Dr Shabas: I’m trying to remember very quickly 
exactly what we said. That was couched as an interim 
report card, so it was a very preliminary snapshot, really, 
of the key issues in the cancer system to try to identify 
the priorities for improvement. So it really touched on the 
whole range of things: prevention screening, treatment, 
supportive care, research and education. It was called an 
interim report card because it was a very subjective 
document. It was not the kind of document that I think 
we like to call a report card by being based on objective 
standards or comparative data with other jurisdictions, 
the sorts of things that I think would make it a mean- 
ingful report card. 

I’d be very happy to share that document with you and 
the committee. I’m not really doing it justice with my 
description. 

Ms Martel: Thank you. Let me go back to what the 
auditor had in his report with respect to several studies or 
reviews or work that was to be done by CCO and then 
handed in to the ministry. 

The first had to do with a comprehensive review of 
radiation treatment equipment requirements, both for 
replacement and new radiation treatment equipment. The 
agency response was that this had been submitted to the 
ministry. Can you describe to the committee what has 
happened to this? I’d be interested in knowing the pro- 
jected costs and whether the ministry has approved that 
funding, and then when that funding will flow, the time 
frame. 

Dr McGowan: There are two parts to the capital story 
for radiation equipment. One is the expansions and new 
centres, and that is all funded as part of the capital 
budgets for the expansions and new cancer centres. 

The second part is replacement of the existing stock of 
equipment. There’s a life, based upon use and technical 
obsolescence, of about 10 years for radiation equipment. 
We have within CCO around 46 machines, so we replace 
somewhere between four and five a year. Our current 
projections are that we can continue to replace at our rate 
for the next five years. Given that, we have funding in 
our base that partially funds replacement of all that 
equipment. 

We put in a submission to the Ministry of Health to 
allow us to fully fund all of the replacement. It was a 
joint submission between Cancer Care Ontario and the 
University Health Network. That was submitted; it was 
sent back with questions. We answered their questions 
and re-submitted that. 
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Ms Martel: Are you ready to tell the committee what 
that price tag was? 

Dr McGowan: For Cancer Care Ontario it was about 
$13 million a year. 


P-128 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


18 FEBRUARY 2000 





Ms Martel: So you would need $13 million a year 
added into your base budget to meet your— 

Dr McGowan: No, we have—six? 

Interjection. 

The Chair: Sorry, sir. Could you come forward. We 
want to get this in the record. Could you maybe identify 
yourself again. 

Mr Khosla: My name is Naresh Khosla. I’m with 
Cancer Care Ontario. We have in the budget over $6 mil- 
lion of depreciation which comes to us which we set 
aside. We fund the replacement of equipment from our 
own funds and replenish those funds with the deprecia- 
tion that we receive from the Ministry of Health. 
Currently, we receive about $6 million, as I said. We 
need in the years to come to increase that to about 
$13 million. 

Ms Martel: So it’s the difference you’re looking for, 
of $7 million. 

Mr Khosla: Yes. 

Ms Martel: And you’ve not heard back from the 
ministry about that at this point. 

Mr Khosla: No, not at this point. 

Ms Martel: When was that submitted to the Ministry 
of Health? 

Mr Khosla: We submitted our first report last year 
and we heard back that they wanted some further 
information. The further information was supplied to 
them a few months ago and we’re looking forward to 
hearing from them. 

Ms Martel: Are you in a position where if you don’t 
get some of that funding soon, some of the replacement 
that you would do at centres would be put at risk, or do 
you have enough with the $6 million to start to carry on? 

Mr Khosla: We have enough in our reserves to pay 
for that. The $6 million would be sufficient for this year 
and next year. 

Ms Martel: The auditor also raised the issue that in 
some centres you would see a better mix of equipment 
that would reply to patient needs than in others, so that in 
some centres you may have a waiting list for cobalt but 
not a waiting list for someone needing— 

Dr McGowan: That’s been a change in the pattern of 
practice of radiation oncology over the years. Cobalt is 
actually a Canadian invention and it’s a very useful 
machine. It has been something that Canadian centres 
have used more than American centres. That really has 
been based on patterns of practice more than anything 
else, and the fact that there’s a Canadian company, 
Theratronics, based out of Ottawa, that manufactures 
them, the world-wide leader in that technology. 

As these machines last 10 years—cobalt lasts even 
longer, 15 years—it takes time for the pattern of practice 
to reflect itself in the machine mix. So as cobalt machines 
come up for replacement, we replace them with linear 
accelerators. There is one centre, Hamilton, which I think 
you referred to specifically in your report, that has a 
greater mix of cobalt machines to linear accelerators than 
we see in other centres. Their replacement is contingent 
somewhat on the expansion in Hamilton. 





So, yes, there is some issue of machine mix, but 
there’s been a commensurate change in the pattern of 
practice which has occurred faster than the machine mix 
could change. 

Ms Martel: So you wouldn’t really be using your 
funding that you’ve identified from the Ministry of 
Health to reflect that mix. What will happen is there will 
be a change in practice patterns that will sort that issue 
out on its own? 

Dr McGowan: Well, no. As we replace cobalt 
machines, we’ll replace them with linear accelerators. 

Ms Martel: What is the estimated cost, then, for the 
new machinery for the new cancer treatment centres, 
three of which I understand will come on stream in 2002? 

Dr McGowan: We'’re just in the midst of negotiations 
with the manufacturers regarding that, but a list price for 
the equipment is of the order of $3 million or so. Nine 
machines—the list price is somewhere in the order of $20 
million to $22 million, so that divided by nine. 

The Chair: Mr Newman. 

Mr Newman: | think I’m going to waive my time. 

The Chair: Mr Peters wanted to make a comment. 

Mr Peters: I just wanted to make a quick comment on 
an issue that you raised, Ms Martel. That is the issue of 
in-year funding of the agencies and the ministries. 

That is a continuous concern of the ministries, of the 
agencies, and as well it has been of our office. In 1995, 
we raised it. We got an official government response to 
that issue at that stage, because the key factor that is 
involved here is actually the tabling date of the budget. 
Everything flows from there. The recommendation had 
been made by the Ontario Financial Review Commission 
that government return to the practice of tabling its 
budget, which would now include a business plan, before 
the start of the fiscal year. The government responded at 
that time and continues the practice that is indicated, that 
the government will continue with its current practice of 
tabling the budget and business plans early in the fiscal 
year, after receiving input from the standing committee 
on finance and economic affairs and from the public 
consultations and input from the federal budget, normally 
tabled in February. So in-year funding of agencies and 
ministries is practised, and it was somewhat exacerbated 
in 1999 by the fact that there was an election. 

Mrs McLeod: I appreciate that. Thank you very 
much. I also appreciate the fact that it’s Friday afternoon 
and the weather is lousy, so I have four what I think will 
be very quick questions. But if I could first just ask the 
deputy, you had indicated that the Peter George panel on 
physician supply has started meeting. It may be available 
on the Internet; I haven’t checked lately. Is it possible to 
table the list of committee members for us? 

Mr Lozon: Yes, we can do that. The first meeting of 
the committee was this week. 

Mrs McLeod: Thank you very much. 

I have four quick questions. Prostate cancer screening: 
Is any consideration being given to expanding screening 
programs to include prostate cancer? 

Dr Shumak: Richard, do you want to answer that? 
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Dr Schabas: I’m happy to answer that. It’s a very 
difficult question. Cancer screening in general is one of 
the strategies that can reduce cancer mortality. That’s the 
basis for our breast screening program, that’s the basis 
for our cervical screening program and that forms the 
basis of our recommendations about a colorectal cancer 
screening program. 

The issue about prostate cancer screening is, as I’m 
sure you’re aware, very controversial. The reason it’s 
controversial is that unlike, for example, breast cancer 
screening or colorectal cancer screening, there is not 
really solid evidence of the benefit of prostate cancer 
screening. That’s because the randomized clinical 
trials—and you have to understand these are very large- 
scale, long-term trials, but unfortunately they’re the only 
really effective way we have of knowing whether cancer 
screening does more good than harm—are still underway 
and are not going to report for roughly another five years. 

So we have, at least in an informal way, considered 
the evidence around prostate cancer screening. Unlike, 
for example, colorectal cancer screening, where we felt 
there was sufficient new evidence to justify a really 
detailed and rigorous review of the evidence, we haven’t 
done that with prostate cancer screening, and I think it’s 
unlikely that we’ll be able to justify doing that until that 
randomized clinical trial evidence is in. I don’t anticipate, 
until that point in time, that not only Cancer Care Ontario 
but the other major advisory groups in Canada, like the 
National Cancer Institute and the Canadian Task Force 
on Preventive Health Care, are very likely to issue guide- 
lines recommending prostate cancer screening. 

Mrs McLeod: I apologize; I’m going to jump from 
area to area, each of which is important, but in respect of 
the time that we have. I did want to come back to a bit of 
a northern issue. I just want to add to my colleague’s 
caseload—and I’m sure the task force will recognize the 
216 people who actually travelled from Thunder Bay to 
communities as distant as Toronto and Ottawa, or in 
some cases Winnipeg, and the burden that brings. I 
appreciate the fact that brachytherapy is now covered, as 
the re-referrals are, but that is only one of the incidences 
of cancer which causes people to have to travel 
significant distances out of northwestern Ontario. 

A very different angle of the question comes back to 
the issue my colleague was raising about children and 
cancer. I know it’s not directly under your mandate in 
terms of service delivery, but is it under your mandate to 
look at protocols for children who have been treated at 
Sick Kids who are coming back into their home com- 
munities, and are those protocols in place? 
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Dr Shumak: It’s an important area because obviously 
there’s a population, I’m pleased to say, of children who 
are long-term survivors of their cancer. These arrange- 
ments have not been closely scrutinized as part of our 
mandate. I think one of the areas we need to pay more 
attention to is better links between the works of POGO 
and the works of Cancer Care Ontario. That’s not to say 
that there’s no liaison. I’m just saying that it hasn’t fallen 





under the same kind of scrutiny at the level of Cancer 
Care Ontario as it should. 


Dr Levin: Just to supplement that, the ministry has 
funded POGO to establish at least five satellite POGO 
centres across the province where its protocols are in 
force and where children can be treated closer to home 
according to those protocols, as appropriate. 


I think POGO is doing a very good job in terms of 
networking across the province and making treatments 
available for children close to home wherever it’s 
appropriate. Certainly for the very high acuity treatments 
that these children have to go through it’s appropriate 
that they be treated in a tertiary or quaternary centre. Of 
course, the good news is that the survival and the cure of 
children with cancer has shot up from 15% to about, 
overall, 75% over about a 15- or 20-year period. The 
actual treatments are paying off, but they’re very high 
acuity treatments and they have to be centralized for that 
reason. But POGO has done a good job in decentralizing 
the follow-up and some of the less aggressive treatments 
these children have to go through. 


Mrs McLeod: And in standardizing communications 
back to whomever the physician back in the home 
community would be. 

Dr Levin: Yes, absolutely. I can’t speak for POGO 
but my understanding is that there is close contact in 
terms of establishing continuity of care for these children 
through the POGO network. 


Mrs McLeod: I appreciate that. 


Here’s a real leap, but I can’t let Cancer Care Inter- 
national go without at least some comment at the end of 
the day, a business proposition that runs a deficit. Is there 
a future for Cancer Care International or are you con- 
sidering a revision of that program? 

Dr Shumak: With respect to Cancer Care Inter- 
national, the business idea behind it was that we thought 
we could accomplish a number of objectives within 
Cancer Care Ontario by having an organization that 
assisted developing countries in developing their cancer 
programs. We thought we could do this in a way that 
would be profitable and generate funds that could be used 
for our other programs in Ontario. It would have that 
spinoff as well as providing an opportunity for those 
members of our staff who were interested in getting an 
enriching experience, which many of them chose to use 
their vacations to take. 

As the auditor reported, from a business perspective in 
the early days this was not a profitable venture, and since 
that time we have cut off our financial liability. CCI is no 
longer a direct subsidiary of Cancer Care Ontario. It’s 
now an arm’s-length organization. We still are providing 
support, but we have no financial exposure. In fact, 
they’re beginning to bring in some income. For example, 
they have a project that was accepted in Costa Rica 
which we estimate will generate for Cancer Care Ontario 
between $100,000 and $150,000, so we will begin to 
recoup some of that loss that was incurred. But at least, 
as I say, we are not at any further financial liability. 
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Mrs McLeod: Does that make that a private agency, 
then? 

Dr Shumak: I’m not sure how to define it, frankly. 
All I can tell you is that it’s arm’s length from Cancer 
Care Ontario. I guess in that respect it is operating as an 
independent agency trying to generate some sort of 
profit. I am sure the people who are running it would see 
that as part of their agenda, but I can’t really speak for 
them. 

Interjection. 

Dr Shumak: I’ve just been advised it’s actually 
private and incorporated as a private company, so your 
question and my supposition are correct. 

The Chair: Would that mean that they absorb all their 
own losses? 

Dr Shumak: That’s what it means. 

Mrs McLeod: This was going to be my last question, 
but now that it’s hopefully no longer running at a deficit, 
does Cancer Care Ontario benefit from its revenues? 

Dr Shumak: By virtue of the expertise that we have, 
we are providing them with support. As I say, there are 
many people in our system who are very interested in 
doing this on their own time, and by virtue of the advice 





that we give, we are generating some profit as a result of 
that. 

Mrs McLeod: The dollars come back in. 

My last question then is, is the relationship, in what- 
ever method that relationship should happen, between the 
Princess Margaret and CCO such that we’re not having 
patients lost between the two or bounced from one to the 
other? 

Dr Shumak: I can speak certainly from the Cancer 
Care Ontario perspective. Whatever issues there may be 
between Cancer Care Ontario and Princess Margaret, we 
have taken the position that any patient who needs to be 
cared for will be cared for by CCO, period, and that’s the 
end of it. We will not let any patient not be cared for in 
this province. 

Mrs McLeod: Thank you very much, and thank you 
all for your very thorough and frank answers to our ques- 
tions. 

The Chair: I'd like to thank all of you for attending 
today. We’ve appreciated the information you’ve pro- 
vided this committee. 

We stand adjourned until next Wednesday. 

The committee adjourned at 1546. 
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Consideration of section 3.02, office of the public 
guardian and trustee. 


The Chair (Mr John Gerretsen): Good morning. I 
wonder if we could get the hearings started, please. 
Thank you all very much for attending. I’d like to call to 
order the standing committee on public accounts to deal 
with section 3.02 of the 1999 annual report of the Provin- 
cial Auditor on the public guardian and trustee. We’ll 
have an opening statement of approximately 15 to 20 
minutes, and after that I will divide equally between the 
caucuses the time between now and 12 o’clock. 

Welcome once again to our hearings, Deputy Attorney 
General. 

Ms Andromache Karakatsanis: It’s my pleasure to 
be back again before this committee. I’m Andromache 
Karakatsanis, the Deputy Attorney General. With me 
today is Louise Stratford; she’s the Ontario public 
guardian and trustee. 

I am pleased to return to the committee to discuss the 
auditor’s report on the office of the public guardian and 
trustee and the ministry’s response. In our society we 
believe that people who are unable to make their own 
decisions deserve to have someone to help them. This is 
the OPGT’s role when there is no one else to act. 

Our largest program is property guardianship. It cur- 
rently serves about 10,000 people. Most of the people we 
serve suffer from mental illness, dementia, development- 
al disabilities or head injuries. They come from a variety 
of cultural and language backgrounds. Many were the 
victims of neglect or abuse before the OPGT became 
involved. Often their finances are in disarray, having 
declined as their faculties diminished over a period of 
years. 

Just over half of our clients live in institutional set- 
tings, and many receive social assistance. Some 44% are 
able to live in the community, and we work hard to keep 
them there—often a challenging and difficult task. Our 
goal is to see that the people we serve have the best qual- 
ity of life possible in their circumstances. 


We truly do see ourselves as the last resort. In situa- 
tions where a person’s incapacity comes to light, our staff 
make every effort to find a relative or other party to 
become a private guardian. We believe that families 
should take responsibility for their loved ones whenever 
possible and that such a family connection is in every- 
one’s best interest. We’ve had some success with this 
effort, but in some cases there simply is no one else. 
What is especially sad are situations where there are 
relatives but they can’t or won’t come forward. 

The result is that the OPGT handles the more difficult 
and complicated cases. While our caseload has not been 
increasing in number, it has been increasing in complex- 
ity. Clearly, our face staff face a demanding job, day in 
and day out, as they work to meet the unique needs of the 
people they serve. 

We believe we have been doing well in what we think 
of as our social support role. By this I mean helping 
people find a place to live, seeing that they get medical 
attention or linking them up with community services. 
Many a time, one of our staff members has rushed to the 
scene to help someone who was being evicted or was 
found wandering in the street or was experiencing some 
other personal crisis. Providing this sort of direct human 
support is how our guardianship staff spend much of their 
time. 

It takes a special kind of person to do this work effect- 
ively. We are proud of the staff of the office, who bring 
great sensitivity and compassion to their efforts to help. 

In recent years, we have been improving our financial 
management role, another aspect of guardianship. Prob- 
lems in this area were the main focus of the auditor’s 
recommendations. We were aware of, and had already 
begun working on, many of the issues the auditor raised. 
We take these issues seriously because we understand 
that quality of life is affected by how carefully finances 
and other assets are managed. 

As background for our discussion, let me outline the 
mandate of the office more fully. There are currently 14 
programs under the umbrella of the office of the public 
guardian and trustee. The OPGT delivers a series of 
programs for mentally incapable adults who are without 
family support. In addition to property guardianship, 
which I’ve mentioned, these include programs to make 
substitute decisions concerning medical treatment, long- 
term-care admission, litigation and personal affairs. In 
about 3,000 cases last year, for example, the office made 
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vital treatment decisions. This is a relatively new func- 
tion, created under legislation in 1995 and 1996. The 
auditor concluded that the office had adequate policies 
and procedures in place to ensure treatment decisions 
were appropriate and supported by the information ob- 
tained. 

Within the OPGT a special unit is legally mandated to 
investigate allegations of abuse, neglect or financial 
exploitation. The findings of investigators can lead to an 
informal solution or, as a last resort, can trigger a guard- 
ianship application. The auditor indicated that the OPGT 
was properly geared up to act on investigation results. 
Procedures for receiving documents, setting up new files 
and obtaining initial guardianship of property were gen- 
erally satisfactory and in compliance with legislative 
requirements. 

A capacity assessment office provides education, cer- 
tification and information to independent health practi- 
tioners who specialize in assessing mental capacity, and a 
screening program reviews and processes applications 
when relatives or others seek private guardianship ap- 
pointments for incapable family members. 

Other responsibilities include the administration of 
property left by dissolved corporations, maintenance of 
trust accounts for cemeteries, the operation of the ac- 
countant of the Superior Court, the administration of the 
estates of deceased persons and the monitoring of char- 
ities. 

The office now has 312 full-time employees—that 
compares with 269 positions last year—and a budget of 
$23.9 million, up $3.5 million from the 1998-99 budget. 

The OPGT has made significant progress since 1995. 
Since that time, the mandate and organizational structure 
of the OPGT were substantially transformed. The 
Substitute Decisions Act, the Health Care Consent Act 
and a merger with the accountant of the Superior Court 
required major structural changes. The office has made 
solid progress. 

Let me review some of the service improvements over 
the past five years. Prior to 1995, the OPGT was not 
providing for regular inspection or maintenance of real 
estate owned by clients. We now have nine local property 
management contracts in place and there are no problems 
in this important function. 

Prior to 1995, there were major shortcomings in the 
way clients’ bills were paid. Early in 1999, the office 
concluded a complete overhaul of the procedures for 
handling more than a million payments to more than 
7,000 service providers. We are now doing that right. 
The office used to have no personal contact with the 
people it served. The OPGT is now more accessible. It 
has six offices across the province which some clients are 
able to visit. 
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In addition, in the past 12 months, OPGT staff have 
personally visited more than 4,200 people in their resi- 
dences. That represents 48% of our people, almost 
double the percentage visited a year earlier. We intend to 
continue increasing the number of visits. Prior to 1995, 


the average caseload per client representative was 600. 
Today it’s 250. As I will explain, we are reducing aver- 
age caseload to 150 effective April 1. 

As we review the auditor’s recommendations, it is im- 
portant to be entirely clear about what the figures re- 
garding errors mean. The figures used by the Provincial 
Auditor were based on the review of guardianship files 
by an internal auditor on the OPGT staff. The office has 
had an extensive internal audit program since 1996. 

When we talk about a file being audited by staff, we 
aren’t referring to a file folder with some papers in it. A 
single client’s file often consists of volumes encompass- 
ing dozens of activities and hundreds, often thousands, of 
entries. Since, in our average caseload, a case is open for 
11 years, a typical file contains information covering this 
entire period. Given the 11-year average, errors picked 
up by internal audit could have occurred more than a 
decade ago. 

Our internal audit process scrutinized every activity, 
procedure and transaction in the audited file. 

In 33% of the files we found an error had occurred in 
one or more of the possibly thousands of transactions 
entered over the whole period of guardianship. We are 
not saying that one third of the transactions were in- 
correct, but that one third of the files contained an error. 
The number of errors as a proportion of total transactions 
would be very, very small. While our goal is to avoid all 
errors, obviously some have a more direct impact on the 
client’s daily life than others. Most of the errors involved 
a lack of timeliness; that is, we did the right thing, but it 
took too long. 

Apart from citing overall statistics, the auditor’s report 
lists a series of specific examples where clients’ assets 
had not been properly handled. The office and the min- 
istry, of course, find these cases totally unacceptable. We 
were aware of most of them through our internal audit 
process and had already begun to take action. In all cases, 
the problem has now been examined and resolved. As 
inexcusable as these incidents were, I think it would be 
unfair to leave the impression that they were typical. 
They are not. They are the worst cases. 

We have already begun to reduce the errors. Our last 
internal audits, conducted over the first nine months of 
this fiscal year, reviewed 888 files and found errors in 
22% of the files—still far too high, but a solid improve- 
ment from the 33% in the internal audit two years earlier. 
This trend suggests that recent performance has improved 
and that what we are finding are mainly old errors. As the 
initiatives we have underway gain momentum, we are 
confident this trend will continue. 

Now let me tell you how we are changing things. To 
improve the operations of the OPGT, we are adding and 
training staff, balancing and reallocating workloads, 
strengthening management, introducing new procedures 
and putting more emphasis on technology. We have just 
completed the process of hiring an additional 43 staff, 
enabling us to increase our front-line guardianship staff 
by about 35%. A 12-week training program is now 
underway for these new employees. Caseloads are being 
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transferred to the new positions on a gradual basis during 
February and March. In addition, we plan to provide 
training for all existing guardianship staff again in March 
and April to put extra focus on the problem areas identi- 
fied by the auditor. 

A key role of the OPGT is to investigate when allega- 
tions of abuse, neglect or exploitation are made. We have 
just hired three more investigators to respond to the 
steadily increasing number of cases and to do so more 
quickly. All in all, we expect to be fully staffed and oper- 
ating under the new organizational structure by April 1. 
We are confident that this will provide a foundation for 
significant service improvement. 

To balance our workload, match resources with client 
needs and ultimately provide better service, we are as- 
signing guardianship files based on the complexity and 
the volume of work involved. Cases that are highly com- 
plex and subject to a higher risk of error will be assigned 
to senior staff. In this category are cases that involve real 
estate, securities, extended health care benefits, legal 
problems. Also included are clients who reside independ- 
ently in the community and therefore need more time and 
expertise for brokering social services. These more inten- 
sive caseloads will be relatively small, averaging 95. 
Each of these senior staff will have a clerical staff person 
assisting with matters such as bill paying and benefit 
applications. 

On the other hand, clients with straightforward fi- 
nances and who reside in protected settings will be 
grouped into larger caseloads of 250. 

We're also defining caseloads based on the geographic 
area or the facility in which clients live. This will make it 
easier for staff to maintain closer relationships with care- 
givers and to visit in person more often. 

Taken together, the smaller and larger caseloads will 
give us an average of 150, compared to 250 at present. 
This restructuring will bring workloads to manageable 
levels so that we can provide better services to all of our 
clients. Not only will we give due attention to the finan- 
cial management areas identified by the auditor, we will 
also strengthen our direct, front-line work with people 
and community partners. 

As deputy minister, I am especially concerned that in 
some cases management apparently did not follow up 
when errors were identified through internal audits or 
complaints. To rectify this, we have strengthened the 
management structure at the office and introduced better 
management information systems. We have increased the 
number of supervisory positions in programs serving 
vulnerable people from eight to 17. The objective is to 
ensure appropriate monitoring and follow-up on the 
progress of people’s situations. 

In the guardianship area, the number of supervisors 
has increased from four to 12, with the addition of seven 
team leaders and a manager of quality assurance and 
asset control. The team leaders will assist the four exist- 
ing managers in supervising casework, tracking correc- 
tion of errors, providing day-to-day oversight, training, 
direction and support to staff on particular cases. In addi- 


tion, we are recruiting team leaders for the investigations 
and estates program. 

To provide feedback to management we are improving 
our internal audit and quality assurance processes. We’ re 
recruiting for three more positions in this area. This is in 
addition to the new manager of quality assurance and 
asset control who will be responsible for producing 
regular performance and case management reports. 

To support field investigations to identify and secure 
clients’ assets, a computerized logging and tracking 
system is under development. It will more effectively 
monitor cases and will be fully implemented by June 30. 
The office has also developed computerized reports that 
will help to speed up the 7,000 benefit applications and 
income redirections that must be processed for people 
each year. 

Though we’ve made major changes in OPGT staffing 
and management, to sustain the process of continuous 
improvement we will rely on information technology, as 
almost every public and private sector organization today 
is doing. 

Last summer, we brought in consultants to review the 
computer systems. They completed an analysis of busi- 
ness processes and recommended a series of technology 
enhancements to improve efficiency. As a result, the 
office is phasing in new technology, starting with a user- 
friendly tool for access to client data. Eventually, in 
future, we would acquire a case management system. 
This will ultimately automate a large number of transac- 
tions, eliminate duplication of tasks and trigger early 
identification of potential errors. 

Let me highlight the progress we’ve already made by 
taking action to change process and procedures. 

We’ve made changes to respond swiftly and deci- 
sively to urgent situations where people need our help. 
Each risk investigation is now assigned a priority level 
when opened. This ensures that those involving the high- 
est risk are dealt with first. Progress is reviewed weekly 
by managers, and all cases open for 45 days or more are 
reviewed by senior management. If an investigation 
concludes that the OPGT should act, we move quickly. 
At present, 90% of guardianship applications have the 
necessary legal work begun within our two-day target, 
compared with 80% at the end of 1998. 

In private guardianship cases, we are now meeting our 
target of processing applications within four weeks 94% 
of the time. That’s up from 40% of the time during the 
audit period. Last summer we did a complete audit of 
every piece of real estate owned by guardianship clients 
and gave staff instructions to act. This audit will be re- 
peated annually to ensure proper oversight of real estate 
data. 
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In the area of estate administration, the auditor ac- 
knowledged the changes made in 1996 and the efforts to 
locate potential errors for files opened since then. He 
suggested, however, that the office should go back into 
the earlier files and do a similar review. We are working 
on this and have initiated searches which will be com- 
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plete by the end of March on all estates worth more than 
$10,000. 

Finally, the auditor also expressed concern about the 
notification of minors who become entitled to collect 
funds held with the accountant of the Superior Court. 
Although there is no legislative requirement to do so, we 
have implemented a notification process this month to 
improve our customer service. 

In closing, let me return to my opening comment 
about the challenging nature of the work of the OPGT. 
Our staff are dedicated to the well-being of the people 
they serve, and by and large they do a good job of help- 
ing people attain the best quality of life possible in their 
circumstances. I am confident that with the additional 
resources and organizational and other changes I have 
described, the office will steadily improve the quality of 
service to the people it serves. 

The Chair: Thank you very much. We have approxi- 
mately 66 minutes left before the 12 o’clock recess so 
we’ll divide it, 22 minutes for each caucus, and we’ll 
start the day with the Liberal caucus. 

Mr Michael Bryant (St Paul’s): Mr Peters, you’ve 
said that the situation in the office of the public guardian 
and trustee has gone, over the course of the last 10 years, 
from very poor to poor. Can you just sum up briefly why 
that is and what’s still poor about it? 

Mr Erik Peters: Our main concern at the time was 
that we did the audit in 1992, and we found that action 
was taken only most recently to really start to improve it. 
There was a long period in which action could have been 
taken but I guess was not. It’s gratifying to see that there 
is an improvement now in the error rate in the files. That 
is good, but the timeliness of actions—and the other 
concern was that where the internal audit had brought 
matters to their attention, action was not taken. Our main 
concern was the timeliness of taking effective action, 
both in disposing of assets, opening case files and doing 
the basic things. 

Mr Bryant: So it sounds like there’s an internal 
auditor and the internal auditor is not always listened to. 
But when you come along they listen because they know 
it’s going to become public. Is there a problem there in 
terms of the auditor playing a “gotcha” role and inter- 
nally there’s really no effective audit taking place? 

Mr Peters: Well, I hope that we’re not playing a 
“sotcha” role, but we certainly hope that our report, as it 
was in this case, apparently, from what just heard from 
the deputy, was a catalyst for action. The concern was 
that the internal audit also should be a catalyst for speedy 
remedial action. 

Mr Bryant: And it has not been to date? 

Mr Peters: At the time when we did the audit we 
found many cases where they had bought matters to the 
attention of senior management and action was not taken. 

Mr Bryant: Deputy Attorney General, I want to con- 
tinue with this questioning about the timing of things. I 
know that you’ve hired 43 more front-line workers and 
added seven team leaders to the office. Was that a result 


of the audit report, or was that a result of the internal 
audit? 

Ms Karakatsanis: We had identified a number of 
areas in which we needed to make improvements as a 
result of the internal audit. That resulted in us looking at 
better procedures for providing information to manage- 
ment, but also identified the need to proceed with not 
only using our current resources effectively but identify- 
ing the need for additional resources. That was approved 
early in 1999. We have been recruiting staff and that new 
organizational system will be in place by April 1. 

Mr Bryant: My concern is that the internal auditor 
doesn’t seem to be listened to, but if the auditor comes 
along, then in fact you get action. Are we supposed to 
believe that it’s just a coincidence that 43 people were 
hired after the auditor’s report? 

Ms Karakatsanis: I’m sorry. The decision to hire the 
staff was made prior to the report of the auditor. 

Mr Bryant: So it’s just a coincidence. 

Ms Karakatsanis: The internal audit function was 
created in 1996. As a result of the extensive audit done 
internally, we were able to identify problems. In some of 
those instances, management did not follow up as 
promptly as they should. I’ve indicated our commitment 
to ensure that doesn’t happen again, with the addition of 
supervisory resources and management reports to ensure 
there is timely follow-up. These are problems that had 
been mostly identified by internal audit, and solutions 
were being sought at the time. 

Mr Bryant: Staffing is not the only answer, increas- 
ing numbers, of course. This is probably a case study in 
that regard. We’ve had a 100% increase in staffing since 
1992, yet the error rate under the auditor’s report, by the 
office’s own admission, was 33%, which as I understand 
it means a 100% increase in staffing but a very slight 
decrease in error rate. How do you account for that? 

Ms Karakatsanis: The error rate as found by internal 
audit, which was 33% at the end of 1998, has since been 
reduced as of the end of 1999 to 22%. In fact, with those 
existing resources, we have looked at ways of making 
more effective use of them. 

I’ve talked about the increase in supervisory capacity, 
the reallocation of workload to reflect the complexity and 
location of the people we served. I’ve perhaps not 
touched on some of the management reports that were 
introduced in 1997-98 and some of the other improve- 
ments as well, and I’d be happy to go into that in some 
detail. 

Mr Bryant: But a 22% error rate, as you’re reporting 
here, you’re not accepting that? That’s not satisfactory. 

Ms Karakatsanis: No. 

Mr Bryant: My understanding is the industry stan- 
dard is 5%. Is that right, Mr Peters? 

Mr Peters: According to the ministry, yes, 

Mr Bryant: Right. So again, let me get back to this 
question. We have, I guess, now more than a 100% in- 
crease in staff resources with the 43 additional people, 
but the error rate seems stuck at somewhere between one 
in three and one in five. How are we going to get it closer 


23 FEVRIER 2000 


COMITE PERMANENT DES COMPTES PUBLICS 


P-135 





to the industry standard? Surely just throwing more 
people at the problem is not going to do it. 

Ms Karakatsanis: I understand from the auditor that 
the industry standard was obtained from ministry staff. 
We have made recent inquiries and in fact we are not 
satisfied that there is an industry standard from the in- 
quiries that we made with trust companies. 

The error rate has— 

Mr Bryant: Which would mean there’s another error, 
I guess, another error to add to the 22% rate: the error in 
terms of reporting as to what the industry standard is. 

Ms Karakatsanis: As I indicated, our recent informa- 
tion is that there is no industry error rate standard. The 
improvement from 33% at the end of 1998 to 22% at the 
end of 1999 is a significant improvement and I believe 
reflects many of the improvements that were started 
during that period of time. 

It’s important to remember that the error rate does not 
reflect the percentage of transactions that were made in 
error. Our internal audit system reviews files that are on 
average 11 years old and that contain hundreds and thou- 
sands of transactions. If one or more error is identified, 
that is identified as an error. 

As I indicated earlier, our goal was to have no errors 
and we are working toward that goal. The improvement 
that we have accomplished even over the last year is 
significant, and I believe we’ve laid the foundations to 
improve that even more. 

Mr Bryant: Just so I understand the numbers, Mr 
Peters, is the 22% number in terms of the error rate 
something that’s in your report or is that a subsequent 
development? 

Mr Peters: The 22% is new. The 33% was in our re- 
port; it was identified. But when we talk about a serious 
error, we talk about the kind of errors that we highlight in 
our report, like a failure to get income entitlements and 
stuff like that. 

Mr Bryant: Sure, and I do want to turn to that at 
some point, but more on this question. You said, and this 
has to be true, that a special kind of person is involved to 
deal with the issues that come into your office. If throw- 
ing people at the problem is not lowering the error rate, 
then perhaps it’s a training issue. Is there anything differ- 
ent being done in the office in terms of training or educa- 
tion or otherwise that would try to help the people who 
work in that office fulfill that role of being that special 
kind of person? 
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Ms Karakatsanis: I’1l start by repeating that there has 
been significant progress in reducing the error rate and 
that the error rate does reflect very much a historical 
picture of cases that are in many cases 11 years old. I will 
ask the public guardian and trustee to detail the extensive 
training that is ongoing right now in the program. 

Ms Louise Stratford: We have a very comprehensive 
training course for certainly the new staff that we’ve 
hired, and the staff that we have in place already receive 
regular training programs, information that’s relevant to 
the work they do, as well as— 


Mr Bryant: I’m sorry. I want to give you an opportu- 
nity to address the specific question, which is, what has 
happened since the audit in terms of changes in training? 
Have there been any changes whatsoever? 

Ms Stratford: Since we hired the new staff, we have 
had a very comprehensive training program. Starting in 
November of last year there was a four-week, in- 
classroom instruction for the new staff to teach them the 
basics of the business and to give them all of the founda- 
tion information they would need. All of the areas that 
were covered through our own internal audits and by the 
Provincial Auditor and identified as difficult issues were 
addressed in the training to make sure they were aware of 
those problem areas and had the tools to fix them. 


There is more training planned in March and April for 
the new and existing staff that will, again, highlight the 
problem areas, make sure they understand where they 
are, where there might be opportunities for these prob- 
lems, and to make sure they know how they can resolve 
them and how they can meet the timelines that we’ve set 
for the various functions. 

Mr Bryant: So there are new training programs, then? 

Ms Stratford: Yes. 

Mr Bryant: Why weren’t they in place before? Why 
did it take an auditor’s report to start these new training 
programs? 

Ms Stratford: There has been ongoing training 
throughout the course of the program. There is a learning 
curve, though. There were a lot of new functions intro- 
duced in 1995 and 1996, and staff take time to become 
familiar with the new areas of the mandate and the new 
procedures that are in place to operationalize the pro- 
gram. That’s why we say that when we’re finding errors 
in the files now, they tend to be older errors, and that’s 
how we’ve been able to reduce the error rate even with- 
out the new staff being on board, because our current 
staff, through the training that we provided and through 
their own experience, have been able to climb that 
learning curve and be much more effective in their per- 
formance now. So training is ongoing all the time and we 
have, as I say, a specialized training program for the new 
staff and to highlight the areas that we know have been 
issues for current staff. 

Mr Bryant: Let me get to something I know is par- 
ticularly troubling that comes out of this report, and 
that’s the $13 million in assets belonging to these 1,300 
former minors, now over the age of 25. Deputy Attorney 
General, is there a legal obligation on your ministry to 
contact these people? 

Ms Karakatsanis: There is no legal obligation to 
contact these people. We have started a process of noti- 
fying those who come of age who are legally entitled to 
receive the money and who may be unaware of the exist- 
ence of the account. That notification process was insti- 
tuted in early February of this year. There is no legal 
requirement to do so. We are doing so to provide better 
customer service and in response to the issue raised by 
the Provincial Auditor. 
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Mr Bryant: I don’t think these people are customers. 
I mean, the office is called the office of the public 
guardian and trustee. That would suggest to me that they 
are trustees. I don’t want to get into the minutiae of fidu- 
ciary law, but that would suggest that they are a fiduciary 
and that in fact these are beneficiaries. If your office 
doesn’t have an obligation to notify them, who does? 

Ms Karakatsanis: We have, as I said, instituted a 
process to notify them. It is not because we feel we have 
a legal obligation to do so, but because we have chosen 
to do so. 

Mr Bryant: What I’m saying is, why would you not 
have a legal obligation to do so if your office is the trust- 
ec! 

Ms Karakatsanis: I’m sorry, Mr Bryant. We do not 
have a legal obligation to do so, but we feel that it is 
appropriate to do so and are now doing so. 

Mr Bryant: Well, how are these people going to find 
out? If it’s your assumption that in fact you’re the public 
guardian and customer service office, then how are they 
going to find out that this money is there, held, I thought, 
in trust by your office for these people? How are they 
going to find out if your ministry doesn’t take the posi- 
tion that there’s an obligation to notify them? 

Ms Stratford: Generally the minors are aware of the 
money because they have a guardian who has been ap- 
pointed for them, in the event that it was litigation that 
led to the payment in, and the guardian would inform 
them about the payment. The parents may be aware and 
would inform the minors. Generally speaking, there is 
someone who knows. Most of the money that we have is 
claimed by the minor when the minor turns 18, if they’re 
able to do it, if there aren’t other conditions attached to 
their ability to claim the money upon reaching the age of 
majority. 

Our function is to keep the money safe for the minor 
and to invest it appropriately so that there is some return 
to the minor at the time when they do come to collect the 
money. 

Mr Bryant: This is what I don’t understand. If there 
is an obligation to act in the best interests of the minor— 
which makes sense; that’s what a trustee should do— 
surely the obligation carries with it a notification 
obligation. Other offices have an obligation to notify 
these people. You say some of these people have parents. 
You’re assuming that the office takes a passive role. 
What about these 1,468 people? 

Ms Karakatsanis: Four hundred to 500 notices are 
being issued each week, and by the beginning of April all 
cases will have received notices. In those cases where we 
don’t have current address information, we’ll obviously 
have undertaken the search but it may not yet be com- 
pleted. 

Mr Bryant: On what basis does the ministry take the 
position that it has no active legal obligation as the fidu- 
ciary to contact these minors? 

Ms Karakatsanis: As I’ve already said, we have 
taken the position that we have no legal obligation to 
notify these minors, but we are now notifying them. 


Mr Bryant: I’m saying why, though. Why? I’ ve heard 
you say that you’re going to, but why do you take that 
position? Why does the ministry say that they do not 
have an obligation to notify the minors? 

Ms Karakatsanis: That is our legal assessment of the 
obligations involved. We have chosen, nonetheless, to 
proceed with— 

Mr Bryant: Could you share that assessment with the 
committee? 

Ms Karakatsanis: We have chosen to proceed with 
the notification. I would just be repeating myself. 

Mr Bryant: So you won’t share the assessment with 
the committee as to why you do not feel that you have 
that obligation? 

Ms Karakatsanis: I’m stating what the legal opinion 
is, Mr Bryant. 

Mr Bryant: So the answer is no. 

Let’s get to the delays. We have a case in which two 
years elapsed before the office became aware that a rela- 
tive of one of the office’s clients had misappropriated 
more than $100,000. What’s now in place to guarantee 
that won’t happen again? 

Ms Karakatsanis: A number of improvements are in 
place since the last audit which we are confident will 
ensure that won’t happen again. We have more staff. 
Their caseloads are more manageable. They have the 
time to not only follow up on the personal needs of the 
people they serve, but they have more time and more 
assistance in dealing with the financial and other issues. 
We also have more supervisory capacity. I’ve mentioned 
that we’ ve increased in the area of property guardianship 
from four to 12 supervisors. We’ve instituted the new 
quality assurance and asset control unit. There are now 
more management information systems. In addition, as 
part of the management performance system each one of 
those supervisors will have as a part of their management 
performance contract the obligation to follow through 
and act on the reports and ensure that timely action is 
taken. 

All of these efforts in providing better management in- 
formation, more supervisory capacity, better training and 
more staff will have the effect of providing us with a 
better use of resources, more time to focus on people who 
need us and the financial transactions. 

In addition, we have doubled our internal audit cap- 
acity and we do have, as I mentioned, new performance 
management monitoring in place, including the use of 
technology and logs, some of which will be ready by the 
end of June. 

So there are a number of important systems in place 
that make me confident that we will be able to take more 
timely action and to follow up when errors are identified. 
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Mr Bryant: I know you’d agree as a manager that 
sometimes to solve the problem you have to know how 
on earth it happened. There’s one problem that was high- 
lighted in the auditor’s report which I know you’ll be 
aware of: the failure to sell the house of a client who had 
been confined to a nursing home since 1994, despite 
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repeated requests for the sale of the property from the 
client’s out-of-town children. By early 1999, the house 
still had not been placed on the market and $23,000 in 
taxes had been spent in the interim. How on earth did that 
happen? 

Ms Karakatsanis: There are no excuses for the inci- 
dents and cases that were highlighted by the auditor. We 
are confident, because of our internal audit capacity, that 
these are the extreme examples. They are not typical 
cases. 

The workload realities at the time meant that when 
staff were faced with a choice of having to respond to an 
urgent personal need—someone is being evicted; some- 
one needs medical attention; they need to be connected 
with some service support in the community—staff 
would respond to that direct human need and sometimes 
let the paperwork go. That’s not acceptable. The meas- 
ures I’ve outlined will correct that and these kinds of 
cases will not recur. 

Mr Bryant: This particular case is quite a horror 
story. I’m wondering, in this particular example, is this 
an individual who was responsible for this or was this a 
result of the systems that were in place at the time? I 
understand that there are exceptions to the rule, but some 
exceptions are particularly egregious, and if you had 
somebody in the ministry who was embezzling millions 
of dollars, then you’d have to say, “Here’s how it hap- 
pened.” In this case we’re not talking about embezzling 
millions of dollars, but we are talking about somebody 
who was in a nursing home for five years when she in 
fact should have had the house put on the market. Was 
this an individual person? Or what happened in this case 
that would permit this to happen? 

Ms Karakatsanis: I think I outlined some of the sys- 
temic issues and some of the workload pressures. Often 
there were different individuals who were involved in 
cases. As I indicated, often staff were forced to make 
choices between dealing with a direct urgent need and 
following through on some of the paperwork. I don’t 
believe there was a particular individual who was respon- 
sible in this case. These are systemic issues that we have 
addressed by hiring more staff, by training them, by 
changing our processes and procedures, reallocating 
workload, and making more effective use of the re- 
sources. 

The Chair: Thanks very much; we’ll have to leave it 
at that. Ms Martel. 

Ms Shelley Martel (Nickel Belt): Thank you for 
joining us this morning. I want to begin with the issue of 
minor children who are now 18 who are owed money, 
and I want to ask the auditor a question first. 

Erik, is it your view, in the cases you reviewed, that 
those minors who had now attained the age of 18 or older 
were generally aware that they had money owed to them? 

Mr Peters: Well, certainly there were T3s mailed out. 
That part of the trustee’s duty was carried out, so I guess 
the income tax was complied with. What we found, 
though, is that on the T3s that were returned “address 
unknown” etc no follow-up action took place; they were 


just filed and that was accepted. To the extent that the 
T3s were accepted and addressed to somebody, some- 
body must have known, because the T3 records income 
on the assets held by the individual so that would be 
therefore known. But to the best of our knowledge, no 
action was taken when a T3 was returned “address un- 
known.” 

Ms Martel: So would it be your view that in order to 
deal with those, certainly there had to be more direct 
intervention on the part of the office to follow up and to 
make these clients aware they had money owing to them? 

Mr Peters: Yes. I’m a little unclear still in my own 
mind on this point that there’s no legal obligation. I 
happen to be, on personal matters, a trustee, and I know 
that I consider that a very serious obligation on my part, 
whether it’s legally or not, to ensure that the people I act 
in trust for, who happen to be family, are getting the 
assets and know of their entitlements. So I’m not sure of 
the legality of the issue. 

Ms Martel: Deputy, on that point, are you arguing be- 
fore this committee that you feel you have no legal obli- 
gation because, in the legislation that this office operates 
under, it doesn’t clearly state that there is an obligation? 
Is that your legal basis for saying you don’t see that you 
have any kind of responsibility that’s a legal responsibil- 
ity? 

Ms Karakatsanis: We have a legal opinion from 
counsel involved that we don’t have a legal obligation to 
provide this notification. However, we have made the 
decision that we will provide notification, and we are 
providing notification. 

Ms Martel: Before I get to that, when was the legal 
opinion obtained by the ministry with respect to this 
particular issue? 

Ms Karakatsanis: I don’t know when it was initially 
obtained. It was certainly reconfirmed at the time of the 
audit. 

Ms Martel: I didn’t hear your response to Mr 
Bryant’s question, so I would ask if you’d be prepared to 
table a copy of that legal opinion with this committee. 

Ms Karakatsanis: I’m stating the legal opinion that 
was provided to the ministry. 

Ms Martel: I understand what you’re stating. I’m 
asking if you would be prepared to provide a copy to this 
committee. No? 

Ms Karakatsanis: The actual opinion itself would be 
subject to solicitor-client privilege. I am stating the na- 
ture of the opinion. 

Ms Martel: OK. With respect to your saying that you 
are taking it upon yourself now to notify these minors 
who have now passed the age of 18, I want to get to that 
process. The auditor completed his audit in February 
1999, essentially, and he has stated that in his document 
that we have before us. You are telling this committee 
today that in February 2000, a full year later, the ministry 
is finally doing what it said it would do in the auditor’s 
report, which is to take some proactive action in notify- 
ing these clients. Can you explain to this committee why 
it has taken a full year before your ministry has finally 
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responded to one of these concerns of the auditor, which 
was a major concern? 

Ms Karakatsanis: I indicated a number of initiatives 
that have been implemented over the past year. In this 
particular area, we are relying on technology changes, 
and as a result of the Y2K freezes and the needs to work 
on Y2K, it wasn’t until the freeze was lifted in February 
of this year that we were able to institute the changes and 
start the notification process. 

Ms Martel: If I might, Deputy, you would have files 
where you would have T3 slips returned, and that 
wouldn’t require any kind of Y2K or technology im- 
provements whatsoever to at least start to go back to 
those T3s and find proper addresses for people. 

I’m finding it hard to believe that nothing has gone on 
on this merely because of technology. There must be 
other information in the file which would have allowed 
you to start to contact some of these people to find them. 

Ms Karakatsanis: The technology does allow for the 
most effective way in which to provide those notices. 
There is a project team dealing with the existing account 
holders. Where further search is necessary, that search is 
being undertaken. As I mentioned earlier, all the notices 
will be out by April 1, and all searches are to commence 
by that date. 

Ms Martel: Maybe I can ask this in another way. 
What is it about the technology that is so special that it 
required a full year of delay before it was in place to 
contact these people? What is so special about what is 
happening that these people couldn’t be contacted in any 
other way until now? 

Ms Stratford: The decision was made to embark on a 
full-scale notification process last summer. At that time, 
you’re right, there may have been some indication that in 
some cases we didn’t have current addresses. But rather 
than go out piecemeal, just on the very bare information 
that we had, we thought it would be much more efficient 
and be more fair to everyone if we could undergo a full 
program of notification. In order to do that, we need to be 
able to tag the accounts where the minors have turned 18 
and track where they are in our systems, look and see 
whether they are entitled to a payout at that time, because 
sometimes there are other conditions. That required 
looking at our technology and making some refinements 
so that we could get the reports issued in that way and so 
we could get that information. That’s what there was a 
delay in getting. 

Ms Martel: Can you tell us what happens now in 
terms of this project? You’ll send notification out; you 
expect that that will be done by April. What will be the 
follow-up on the part of your office with respect to that 
notification? 
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Ms Stratford: It will depend on what the results are. 
Obviously, if the address is current, then there’s no 
problem; the minor will have been notified. If we find 
that we don’t have a current address, if our notice is 
returned, we’ll have to embark upon various kinds of 


searches to try and track down where that person has 
gone. 

Ms Martel: What does the notification include? What 
are you Saying to potential clients? 

Ms Stratford: I don’t have a form of it with me, but 
we’re basically telling them of the existence of the ac- 
count, the balance of the account and the paperwork we 
would need in order for them to get a payment out. 

Ms Martel: If you have a significant number of 
people who reply positively, what will be the effect on 
your staff resources to then disburse these assets? 

Ms Stratford: We’ll have to see what the volume is, 
but we recognize that this is a priority for us and we will 
ensure that we put in place the resources to provide a 
timely kind of response to any requests that are made. 

Ms Martel: How many staff do you have targeted for 
this particular initiative? 

Ms Stratford: We have eight staff who work in the 
accountant’s office and we have many of them deployed 
to this task. I’m not exactly sure how many you might 
say are exclusively deployed to it, but there are others in 
the office in the finance area whom we can call upon to 
assist the accountant function, and we have done so in the 
past, if there are workload issues there. 

Ms Martel: How many people are you notifying? 

Ms Stratford: We’re sending out about 400 or 500 
notices a week. We have at this point about 5,000 ac- 
counts that we are providing notices on altogether. 

The Chair: I’m sorry, 5,000 accounts in what? I 
missed that. 

Ms Stratford: Accounts that we have where the min- 
or has turned 18. That was as of December. As of now 
we have 6,140 accounts where the minor has turned 18 
and we have accounts for them. 

Ms Martel: What is the total asset worth for those 
6,140 accounts? 

Ms Stratford: It is $65 million. 

Ms Martel: That’s a lot of money for a lot of people. 
That is far higher than anything that was identified in the 
auditor’s report. I’m having trouble understanding the 
difference between what the auditor reported on, which 
was in the order of $13 million for about 1,200 clients, 
and this figure. Have I made a mistake in my question? 

Ms Stratford: I think the auditor was looking at age 
25 and over at an earlier point in time, and that was that 
smaller universe. 

Mr Peters: If I may explain, the 25 seems to be in 
certain trusts a magic date, or 21, but sometimes people 
have left the 25. Many people have; that’s why we took 
that as the cut-off. 

Ms Martel: In actual fact, for everyone over 18 who 
would be entitled to something, or partial entitlements, 
we’re looking at about $65 million. 

Ms Stratford: Right. Some of those may not be en- 
titled. That’s the gross amount of money we have on 
account for minors generally. As I said earlier, there may 
be some conditions attached to the payoffs. There may be 
certain things they aren’t able to satisfy and therefore 
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they can’t get the money immediately. But that’s the 
gross amount. 

Ms Martel: If some of those people start to come 
forward, you will need to hire some staff to deal with the 
situation. 

Let me follow up on two other commitments that you 
gave the auditor to see where those are as well. The 
second one had to do with the pre-1996 cases for locating 
heirs. The audit showed that in the cases after 1996, you 
had contracted with outside firms to locate those heirs, 
but virtually nothing had been done on the cases pre- 
1996. You gave a commitment to the auditor to under- 
take a special project to determine how you could im- 
prove on conducting these searches for the pre-1996 files. 
Can you tell the committee what’s happening with that 
special project? 

Ms Stratford: We have a group of files open from 
1990 to 1995 where previously we had not undertaken 
heir searches. There are about 450 files that are worth 
over $10,000 in that category, and for every one of those 
files we will have initiated an heir search by the end of 
March of this year to see if there are heirs who are en- 
titled to make some claim on those monies. 

Ms Martel: There are 450 files, the value of which is? 

Ms Stratford: Each of which is worth over $10,000. 

Ms Martel: What about the cases where you have a 
value that is less than $10,000 but it is a pre-1996 file? 
What are you doing on those? 

Ms Stratford: At this stage we haven’t planned a 
similar kind of initiative, but we are prepared to look at 
that as the second phase of our exercise. 

We have to consider, in doing an heir search, whether 
the cost of the search is going to make the whole search 
exercise worthwhile. If it is going to be an extensive 
search and a costly one, then of course the value of the 
estate is relevant, because the estate would be bearing the 
cost of the search. So for a very small estate it may not be 
worthwhile to undertake the search. After the search 
there may be nothing left of the assets that were in there 
in the first place. 

Ms Martel: How do you base the cost to the estate? 
What is it based on, a percentage of the entire assets? 

Ms Stratford: We use internal staff to do searches to 
the extent that they can. We also have sometimes had to 
contract with genealogists if the search is more extensive. 
We pay them an hourly rate, which is charged back to the 
estate. 

Ms Martel: I notice there was a change from a certain 
percentage of the estate being requested to an hourly rate. 
Has that saved money for heirs or has it cost them more? 
Do you have a sense of that? 

Ms Stratford: I think you’re referring to heir tracers 
and their practice of charging a percentage, which is why 
we try to find the heirs ourselves before we actually 
apply for administration of the estate, because at that 
point the heir tracers become aware of the file, and it is 
their practice to charge a percentage, often a very large 
percentage. In order to try to protect the inheritance, we 
try to undertake the search, as much as possible, inter- 


nally ourselves or through our own privately contracted 
genealogists who charge by the hour instead of as a per- 
centage. We’ve found that to be much more cost- 
effective. 

Ms Martel: But with respect to the post-1996 files, I 
understood that you were contracting with outside firms 
to locate those. Are you doing that in all cases, and con- 
tinuing to do so? 

Ms Stratford: Only where we aren’t able to find them 
ourselves internally or through our genealogists. An heir 
search using heir tracers is really the last resort. 

Ms Martel: For the 450 files that you are looking at 
now, how many staff are dedicated to that operation? 

Ms Stratford: I’m sorry; I don’t have the exact num- 
ber. I can find out. 

Ms Martel: OK. And how many files would be left 
that are less than $10,000 where there might be no activ- 
ity ongoing at all, pre-1996 files? 

Ms Stratford: I don’t think I have a number for you. 
I’m sorry. I can find out. 

Ms Martel: Can you tell the committee, of the 450 
files with a value greater than $10,000 in terms of the 
estate, what is the total value of the money that’s out- 
standing for those 450 files? 

Ms Stratford: I just don’t know that either at the 
moment but can certainly find out. 

Ms Martel: Let me just be clear on where you are in 
this process. If I understood you correctly, you have 
started this process and you hope that by March you will 
start to have some initial results. Is that correct? 

Ms Stratford: Yes. We’re planning to have initiated 
searches on all the files by the end of March. Then it’s a 
matter of receiving feedback from where we are in the 
search to that extent, and heirs or potential heirs coming 
forward and their ability to prove their claim. 

Ms Martel: When did you start this process? 

Ms Stratford: We began the process last October, I 
believe. 

Ms Martel: This was another instance where the 
auditor reported in February and the ministry had said 
they would undertake this particular initiative, and it 
would seem it was about a six-month delay to get that 
underway as well. Was this another technology problem? 

Ms Stratford: No. We had certainly recognized that 
there was a universe of files for which we hadn’t under- 
taken thorough heir searches. It was a matter of priori- 
tizing work and using the resources we had according to 
those priorities. With heir tracing, you are obviously 
going to have better results the newer the estate file. The 
fresher the history, the easier it is to locate and identify 
heirs. So we began with the newer files and concentrated 
on those because we thought we would get the best re- 
sults from those. It was only after we were able to get 
that workload up to a current status that we were able to 
then go back and look at the earlier files. 

Ms Martel: I want to back up, because in the 
auditor’s report he made it clear that since 1996 you were 
contracting with outside firms and that work was pro- 
ceeding. But at the same time, when the auditor did some 
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work, they looked at a number of cases that were older 
than 10 years where it seemed that nothing had gone on. 
It was at that point that the ministry made a commitment 
to look at the pre-1996 files. As I understand it, there was 
at least a six-month delay between the end of the 
auditor’s work and the ministry’s commitment to start the 
work on the pre-1996 files and before that work actually 
started. I’m not understanding you telling this committee 
that you were dealing with some of the other cases; we 
knew that at the time the auditor made his report. That 
was not something new that was going on in the ministry. 
1130 

Ms Karakatsanis: I referred to quite a number of 
procedures and processes and management reports and 
organizational changes and the recruitment of new staff 
and training. These are all initiatives that have been 
occurring over the last year and two years. Obviously, we 
can’t do all of those things at once. We have been doing 
all of those things over the last number of years and 
implementing them as we were able to in the most effect- 
ive way possible. 

Yes, this was a priority. It was something that was 
begun. But we were also working on implementing other 
improvements and other changes to the program. As a 
whole, there was immediate response in many different 
areas. 

Ms Martel: Was it a staffing problem, Deputy, that 
staff couldn’t be allocated for this particular project? 

Ms Karakatsanis: Throughout last year, the office 
was involved in determining how to reorganize, what 
positions needed to be recruited, recruiting for those 
positions, providing training for those positions, exam- 
ining the process and procedures in a number of cases. 
Risk investigation, for example, is an area which would 
receive priority. In that area, there have been changes 
made to the process so that investigations and referrals, 
as they come in, are prioritized. The higher-risk cases are 
acted on immediately. 

As the office has looked to implement many of the 
changes, it’s had to make choices about which ones 
needed to be acted on first. As many of the improvements 
have been rolled out, they’ ve been done so with regard to 
the other changes that were happening as well. 

Ms Martel: There is an issue as well of compensation 
fees that would be paid once the heirs are located. The 
auditor certainly made it clear that in a number of these 
cases people would be assessed fairly significant fees 
through no fault of their own because there had been a 
delay in dealing with these cases. Is the office going to 
waive the compensation fees for the pre-1996 files once 
you start to process them and track down heirs? 

Ms Stratford: Where we think there’s been an undue 
delay in dealing with an estate, we do waive our compen- 
sation fee. The various files will have to be assessed to 
determine whether we think there was undue delay in 
those cases. If so, then we would consider waiving com- 
pensation. 

Ms Martel: How do you describe undue delay? 


Ms Stratford: Depending on the circumstances of the 
file, it would vary. It would depend on the complexity of 
the file, what actions had been taken, what actions were 
in the hands of third parties, what kinds of things we had 
to do to follow up. It really does depend. 

Ms Martel: Generally, if there was a lack of staff to 
make this initiative a priority, and most pre-1996 files 
were Sitting without action, would that be a case where 
there was undue delay? 

Ms Stratford: Possibly. 

Ms Martel: You can’t tell the committee that right 
now all of those cases where virtually nothing was done 
before 1996 will in fact have that compensation waived. 
You’re still going to look at it on a case-by-case basis as 
you locate the heirs. 

Ms Stratford: That’s right. 

Ms Martel: The other project that you gave a com- 
mitment to the auditor on had to do with the distribution 
of funds once you found someone. The auditor noted that 
in many cases at least one third of the files had delays of 
more than two years. There were more excessive delays 
for other files as well. You said to the auditor in February 
that you were going to retain some temporary help to 
clear the backlog of the older files. Can you give the 
committee an idea of what’s happening with that initia- 
tive? 

Ms Stratford: We have set up a special project to deal 
with those files. We have made some very good progress 
in complying with our timelines for distribution. Of the 
older files that we had on hand that were ready for distri- 
bution, by April we will have distributed all of those 
estates. Estates that we have on hand for further follow- 
up will have been actioned for follow-up. 

Ms Martel: Can you tell the committee when this 
project actually started? 

Ms Stratford: We introduced a number of procedures 
in 1998 to make the entire distribution process generally 
more efficient. We have improved in our timeliness since 
that time. We have recruited some additional estate offi- 
cers to assist in the front-line work in distributing estates. 
At this stage the backlog project which was commenced 
last summer is making good inroads into reducing the 
backlog, to the point where the estates that are ready to 
distribute will be distributed by April. 

The Chair: This will be the last question, Ms Martel. 

Ms Martel: How many estates are we dealing with? 

Ms Stratford: At present there are 43 files that have 
been pending for a year or more. Those 43 will be 
cleared by April. 

The Chair: Mr Martiniuk. 

Mr Gerry Martiniuk (Cambridge): I'll lead off, 
followed by Mr Maves and Mrs Munro. 

I’d like to deal with the notification of minors. I’m 
curious; is this a new initiative on the part of the min- 
istry? You’ve already stated, I believe, that the legal 
opinion of the ministry and its solicitors is that there is no 
legal obligation, but the ministry has chosen to now 
notify minors that money is being held. Is that correct? 

Ms Karakatsanis: That’s correct. 
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Mr Martiniuk: And not only notify them, but in the 
event that letters are returned, to attempt to trace them in 
order to notify them. 

Ms Karakatsanis: That’s correct. 

Mr Martiniuk: Was there a time when that new pol- 
icy was in force in the past? 

Ms Stratford: A notification policy? 

Mr Martiniuk: Yes. 

Ms Stratford: No. 

Mr Martiniuk: I see. So for instance, when Ms 
Martel’s government was in power, from 1990 to 1995, 
did their ministry notify minors, as we are doing at the 
present time? 

Ms Stratford: I’m not aware of any such policy. 

Mr Martiniuk: OK. And when the official opposition 
was in power up to 1989, was there a policy of notifica- 
tion at that time? 

Ms Stratford: I’m not aware of such a policy. 

Mr Martiniuk: Thank you. 

The Chair: A very effective cross-examination. 

Mr Martiniuk: I think I knew the answers. 

I would like to deal with the 1996 internal audit. I’m 
just curious. I assume that the internal standards had been 
created prior to the 1996 internal audit, or were they 
created afterwards? 

Ms Stratford: Performance measures were set offi- 
cially in 1998, in the office. There had been various 
procedures and policies that had different timelines re- 
corded in them that we might consider as rules of thumb 
and that kind of thing, but official performance measures 
were not set until 1998. 

Mr Martiniuk: So the 1996 internal audit could not 
deal with them, obviously. 

Ms Stratford: That’s correct. 

Mr Martiniuk: Could you elaborate as to the proced- 
ure that was followed in 1998 in determining these per- 
formance standards—the use of other institutions as 
comparables, their standards if they were available—and 
who actually established the standards? 

Ms Stratford: We did a great deal of consultation to 
try and establish the performance standards. However, 
we did have difficulty with respect to particular standards 
for public trustee offices like ours, because there are no 
other such offices in the country that had standards then 
or that have them currently. Some are talking with us 
about developing their own and hoping to learn from our 
experience, but we weren’t able to draw upon any 
precedents from like operations in the country. 

So we could only look to things that were kind of 
similar operations, social service-type operations, those 
kinds of things, to give us some guidelines and ideas of 
what we might consider reasonable, talking to investiga- 
tors in other kinds of programs to see what might be 
reasonable, for example, as an investigation standard, or 
just using common sense in some cases to try and deter- 
mine what might be a reasonable and adequate standard 
in the circumstances and then just going from there. 
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We did set our standards quite high. We wanted to be 
sure that the standards we had set were things that staff 
would strive for. We knew that we wouldn’t achieve 
them all immediately. We set targets that would incre- 
mentally move us more towards the standards we had 
ultimately aimed for, but clearly we were looking for a 
program of continuous improvement towards those stan- 
dards. 

Mr Martiniuk: You can help me with some confu- 
sion in my mind, because if there were no direct compar- 
ables, therefore the standards were in effect arbitrary in 
the sense that they were unique to this institution. We’ ve 
heard discussions regarding a management standard of 
5%. Could you explain what that management standard 
is, and when you established your standards, did you 
have cognizance of the management standard of 5%? 

Ms Karakatsanis: Perhaps I can answer. The 5% was 
a reference to a trust industry standard for errors. Recent 
inquiries have indicated that trust companies do not have 
such standards. They don’t measure error rates and they 
don’t have a standard in place. 

From our perspective, our goal is to have zero errors. 
That is our goal. What we have done is set performance 
measures for the timely action taken on issues and meas- 
ure our progress in steadily improving the timeliness of 
our actions. Those measures are showing steady im- 
provement. 

To take a few examples from the Provincial Auditor, 
in terms of client visits, we have now visited 48% of our 
clients in the last year, which is double the year before. In 
terms of processing private guardianship applications 
within the four weeks: At the time of the audit, we were 
achieving that standard 40% of the time and now we 
achieve it 94% of the time. The initiation of legal pro- 
ceedings within two days: There were only two cases this 
past year where we didn’t meet that two-day standard— 
one was three days and the other was seven days. 

Performance standards are a way of measuring 
progress to our goal. Our ultimate goal is perfection. That 
may be unrealistic, but we don’t want, and we don’t 
believe there should be, any errors. I just want to empha- 
size that we are the only public guardian-trustee in this 
country which has established performance measures and 
which measures its progress against those measures. 
That’s a very important tool of accountability and it’s one 
we believe in. 

Mr Martiniuk: I’d like to key in on errors, because 
“error” is a nebulous word. When you’re measuring 
errors, how do you qualify those errors? We’re talking 
about a quantitative number of errors, but are all the 
errors of some severe impact in that the estate—I’m 
talking about the money—would be adversely affected, 
or are there errors that would not lead to a pecuniary 
impact on the estate? 

Ms Karakatsanis: It is a problem with the way we are 
measuring errors. All errors are counted as errors, 
whether they ultimately have a direct impact on the well- 
being of a client, whether they’re a delay in a payment or 
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something that has more serious impact. Every activity, 
every transaction on files that are an average of 11 years 
old are scrutinized. If there is one error, then we count 
that as a case on which there is an error, and that might 
be one error out of hundreds, often thousands, of trans- 
actions. 


Obviously, the impact of errors varies. In many cases, 
the nature of the errors relates to the timeliness of action 
taken. In the past, there have been some extreme ex- 
amples which we are satisfied we are eliminating. But we 
need to look at the way we measure errors to do a better 
job of defining those that have a significant impact on the 
well-being of the people we serve. 


Mr Martiniuk: One last short question. We’ ve heard 
that some standards may have been modified since their 
inception in 1998. Can you tell me who would do the 
modification? Is there a committee, and how often would 
they meet and consider the standards in place? 


Ms Stratford: We have a senior management com- 
mittee in the office which represents all the business 
areas in the office. We meet biweekly and we review 
those performance measures every quarter. We have an 
internal reporting system on the measures that reports 
quarterly. At that point we look and see whether the 
results we’re getting are, first of all, satisfactory, whether 
there are some improvements we need to make. But we 
also look at the measures themselves to ensure that we’re 
measuring the right things, to ensure that the things we 
intended to measure are being captured by the particular 
measure we’ ve chosen. 


In some cases we have found that we need to describe 
it a different way to really capture what we’re after. In 
some cases we have determined that the measure is incor- 
rect, that it isn’t an appropriate measure, and now, with 
the benefit of experience and having heard from the 
various managers and their experience talking to the 
front-line workers and how it actually works on the 
ground, we have determined in some cases that we need 
to make adjustments. So in those cases, we make the 
changes that are needed. 


We also have an external advisory committee, the 
guardianship advisory committee, which is composed of 
external experts and people who work in the area of the 
clients we serve and stakeholder group representatives, 
people from the college of nurses, people from the OMA, 
others who would have interest and experience in the 
area. Where we have issues about what our measures 
should be, we can take them to that group and ask for 
their advice as well. As we’ve said, it’s difficult because 
there don’t seem to be really good comparable measures 
available externally, but we’re certainly interested in 
people’s thoughts and feedback on what we do have. So 
we have a regular review internally and we have the 
external potential for review as well. 


Mr Bart Maves (Niagara Falls): Just a question for 
clarification off the start. Deputy Attorney General, how 
long have you been in that position? 


Ms Karakatsanis: Just a little over two years. 


Mr Maves: Ms Stratford, how long have you been in 
your position as the public guardian and trustee? 

Ms Stratford: About 14 months. 

Mr Maves: The first question I wanted to ask is going 
back to some of Ms Martel’s questioning, when she was 
talking about finding people, heirs and minors. There’s 
one thing that I find interesting: that there seems to be 
difficulty in locating people. I wonder what kind of ac- 
cess to information you have from Revenue Canada, the 
Ministry of Transportation, the Ministry of Health and so 
on and so forth. I would think that to find an 18-year-old 
I would simply call the Ministry of Transportation and 
ask for the person’s address. It seems that maybe that’s 
not the case. 

Ms Stratford: I don’t have the answer for you of 
exactly what our procedures are. I’d have to talk to staff 
and find out exactly what avenues they pursue. I don’t 
want to mislead you by guessing, so I will have to find 
that out. 

Mr Maves: At the Ministry of Community and Social 
Services we’ve got reciprocal agreements with credit 
bureaus, with Revenue Canada—we never had them 
before; we have them now—with the Ministry of 
Transportation and so on. I can’t imagine, if we have 
them, that your office wouldn’t also have them, and 
therefore locating those people should be easy, I would 
think. I’m happy to have you follow up with that, unless 
you have more on that. 

Ms Karakatsanis: No. Obviously those are areas that 
we would pursue. Those sources of information subject 
to any privacy concerns are areas that we would look into 
to assist us in locating minors or heirs. 

Mr Maves: I can’t imagine there being a privacy con- 
cern when you’re trying to locate someone and give them 
money that is their money. 

You talked about some of the cases that the auditor 
identified and that Mr Bryant talked about, and you said 
they are extreme cases. I accept that some of those cases 
that have been publicly highlighted were extreme cases. 
What I want to know is, did you comprehensively review 
these cases after they were brought to light? 

Ms Karakatsanis: All of the cases that were high- 
lighted by the Provincial Auditor have now been exam- 
ined and resolved. 

Mr Maves: My next question is a little more difficult 
for you to answer, and I apologize for that. What kinds of 
corrective measures have you taken? Have there ever 
been employees dismissed over some of these cases or is 
it just, “We’re going to retrain them and hope it never 
happens again”? 

Ms Karakatsanis: The problems that were outlined 
were based on systemic problems in the program—their 
workload pressures. As I indicated, where staff had a 
choice between dealing with often daily crises and per- 
sonal needs of clients, those took precedence to the 
financial transactions and paperwork that was required. 
1150 

The new staff that’s being hired is resulting in a lower 
caseload, a more manageable caseload. In addition, we 
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have reorganized the way in which we allocate caseloads 
to ensure that it does group together cases by complexity, 
by location and by where the people reside in the institu- 
tions. 

As part of the overall accountability of the program 
for following up on errors, we have, as I mentioned, new 
supervisory capacity. It is going to be in the performance 
contracts of all the new supervisors, and existing ones, 
that there is an obligation to monitor and follow up. 
There will be accountability in that way. 

Mr Maves: I appreciate that. I appreciate some of the 
steps you’ve been taking since the auditor came back. I 
appreciate that you’re bringing in performance measures. 
I think they’re absolutely necessary. 

I take it from your answer that there hasn’t really been 
any turnover as a result of some of those cases that were 
unveiled. It doesn’t sound like there’s much. 

Ms Karakatsanis: There actually has been turnover 
in the office, but— 

Mr Maves: Well, as a result of those— 

Ms Karakatsanis: No, my understanding is that the 
problems were systemic in nature and that there was no 
individual staff member who was involved in any one of 
the particular cases. That’s my understanding. 

Mr Maves: It’s hard to understand how no individual 
employee could have been involved in any of the cases. 
Surely some of them had responsibility for handling 
some of these cases. 

Ms Karakatsanis: Yes. 

Mr Maves: So obviously there were individual em- 
ployees. Have any of them— 

Ms Karakatsanis: Oh, yes. There were individual 
employees; I didn’t mean to suggest that there weren’t. It 
varies. It’s not always the same employee who deals with 
any particular case. And as I said, caseloads were such at 
the time that staff focused on the crisis situations, the 
personal needs, sometimes to the detriment of their 
financial needs. 

Mr Maves: Has anybody who may have been identi- 
fied as having some human error involved in some of 
these poorly handled cases—I know you’ve got some 
more management and supervisory positions. Have any 
of those people been promoted, to the best of your 
knowledge? 

Ms Karakatsanis: I don’t know the answer to that 
question. 

Mr Maves: OK. The reason I’m asking some of these 
questions is that my experience with bureaucracy quite 
often is that when the Provincial Auditor will find errors 
or glaring mistakes over the years, not just in your de- 
partment but in many departments, I end up finding out 
that the people who were responsible end up getting 
promoted. I always think that’s somewhat astonishing. 

The Provincial Auditor has said, after he did your re- 
view, and I’ll quote him from a newspaper article, “It’s 
not just the numbers”—when we talked about the new 
employees—‘‘it’s also the kind of people they have en- 
gaged. Are they good trust administrators?” 





My question is, when you went out and hired 43 new 
people, what were the key qualifications that you looked 
for in those people? 

Ms Karakatsanis: The public guardian and trustee 
will answer that question directly. 

Ms Stratford: There were a number of skill bases that 
we were looking for. We were interested in seeing ex- 
perience in like kinds of operations. We were looking for 
people who had some education in the area. We were 
looking for people who had the ability to communicate, 
analyze and problem-solve. We were looking for the 
ability to work in the various areas that we have, because 
the client representatives perform a number of functions. 
There is a financial component to the job. There is also, 
as you’ve heard, a social service kind of component to 
the job. So we’re looking for a unique person who can 
perform both of those functions, who can not only deal 
with the finances but also have enough of the social skills 
and the ability to empathize and to understand our client 
base so that they could do both sides of the job, the 
financial and the social service. 

We were looking for a very unique person and we 
were able to attract a large number of applications for the 
positions and to select people who we think were 
uniquely qualified for the work. 

But it is a very broad mix of skills and we were very 
mindful of the fact that we needed to hire people who did 
have the background or the potential to be the type of 
client representative that we want to have in place to 
serve our clients the very best that we can. 

We’re quite satisfied that the candidates we attracted 
and interviewed did have those credentials, and we feel 
the people we ultimately selected do meet the qualifica- 
tions that we were looking for for those positions. 

Mr Maves: Chair, just because I know the auditor was 
concerned about this, and I share that concern, I’d like to 
request at the end of our proceedings that we request 
from the office of the guardian and trustee maybe some 
copies of resumés of people they actually hired into those 
positions. I’m perfectly happy for them to black out any 
parts that would identify people. I would like to satisfy in 
my mind the auditor’s concern about the type of people 
who have been engaged to continue on in this. 

The Chair: Is there any problem with respect to that 
request? 

Ms Karakatsanis: Perhaps we could provide the job 
applications and qualifications which are listed in there. 
Would that serve to highlight the qualifications we were 
looking for in the recruiting? 

Mr Maves: I would like to see if the people who were 
hired were suited for it. I don’t want to know any names 
or anything like that; I’m just curious as to that com- 
ponent. 

The Chair: We can discuss that later. 

Mr Maves: I’m happy to discuss that when we go in 
camera. That’s fine. 

The Chair: That’s the 22 minutes, Ms Munro, ac- 
cording to my watch anyway. It’s 12 o’clock now. We’ll 
recess until 1:30, because there are some more questions 
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that members have. The hearing stands adjourned until 
1:30 this afternoon. Thank you. 

The committee recessed from 1157 to 1333. 

The Chair: I call the committee to order. We’ll start 
with a new round of questioning from the official oppos- 
ition. I’m proposing that we go in the same rotation as 
this morning and that we limit the questions to 20 min- 
utes at this stage. Then we can see what we do after that. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): I know that we heard a lot here this morning 
about new staff and trained staff. I would just like to 
know how your number of staff compares to 1990. 

Ms Karakatsanis: I don’t have that information. I can 
tell you that in 1993-94, there were 207 staff. Last year 
there were 269 and this year there are 319 funded posi- 
tions. I don’t have the earlier year that you mentioned. 

Mr Cleary: Could you get that information to us? 

Ms Karakatsanis: Yes. It was for what year? 

Mr Cleary: I want to know how many staff you had 
in 1990. 

Ms Karakatsanis: OK. 

The Chair: Could you pull the microphone a little 
closer to you, Deputy, please? 

Ms Karakatsanis: I’]] pull my chair in. 

Mr Cleary: My other question: You said there are 
6,140 accounts and there is $65 million. Where is that 
money right now? 

Ms Stratford: That’s on account with the accountant 
of the Superior Court, which is a program that we oper- 
ate. 

Mr Cleary: You have control of that money right 
now? 

Ms Stratford: Yes, we do, and we invest it in accord- 
ance with the investment policies that we set in the public 
guardian and trustee’s office. We set those policies in 
conjunction with our investment advisory committee, 
which is a committee of external experts who advise us 
on what kinds of investments would be prudent for the 
money that we hold in our various accounts. 

Mr Cleary: Where does the interest on that money 
go? 

Ms Stratford: We credit the interest to the accounts 
of the people for whom we are holding the money. 

Mr Richard Patten (Ottawa Centre): The auditor 
should take a look at Air Ontario. That’s twice in two 
weeks I’ve been late. I missed your presentation and the 
first round of questions, except the last part of that, so 
you may have addressed this question. The auditor’s 
report identifies a high number of negligence claims, 
which I presume to mean that those are court challenges 
or legal challenges. How numerous are those? 

Ms Stratford: In 1997 there were seven claims; in the 
1998 fiscal year there were eight. 

Mr Patten: Were they settled? 

Ms Stratford: They were. 

Mr Patten: If I might just clarify with the auditor, 
when you say “negligence claim,” that’s what we’re 
talking about? These would be legal proceedings? 

Mr Peters: Yes. 





Mr Patten: There were examples of situations where, 
because of the handling, some of the proceedings went 
awry. I wonder if you have a protocol or a set of proced- 
ures that prioritizes, for example—I won’t identify the 
specific claim, but there was an instance in which some- 
one actually had considerable money in a bank account 
and yet the guardian’s office was proceeding with selling 
someone’s furniture prior to liquidating any assets in the 
bank for tax bills that had come in from the city, and 
these were relatively small amounts. Have you addressed 
that sort of issue? In other words, what would be your 
approach in identifying what you do with assets that may 
have to address certain liabilities? 

Ms Karakatsanis: I have addressed some of these 
issues with some of the other members of the committee, 
but I'd be happy to address your question. 

First of all, I would like to make clear that we take 
very seriously the issues that were raised by the auditor. 
We have implemented some measures that are already 
showing improvements and have laid the foundation for 
more improvements in this area. We are absolutely com- 
mitted to correcting that. 

There were at the time issues around caseload and the 
amount of supervisory staff who were available to take 
corrective action once errors had been identified. We 
have improved this by adding 43 new staff to the office. 
All of those positions will be filled as of April 1. There 
has been recruitment over the past year. 

The increase of supervisory positions in this area of 
property guardianship is from four who were in place at 
the time to 12 now. Many of the procedures and policies 
have been reviewed. They are being constantly updated. 
There are management reports that highlight when cer- 
tain actions should be taken and when it appears that 
someone is not receiving the income that they should. 
1340 

The increase in management supervisory capacity, in- 
creased training, particularly focusing on the areas identi- 
fied in the audit, the reallocation of workload and 
caseload will help us to have more effective use of the 
existing resources as well as to allow us to draw on the 
availability of the additional staff. 

The caseload has been reallocated in a such a way that 
those complex cases where people have assets, where 
they’re in the community, where there are legal issues or 
where there are other factors that make them a complex 
case, those are being grouped together with relatively 
small caseloads of 95 and given to very senior client 
representatives who will be assisted by staff. By being 
able to focus and provide smaller caseloads in those areas 
where there are assets that need to be tracked and dealt 
with and where there is more complexity in the cases, 
there will be more time for the client representative to 
spend on those cases. In addition, they have now been 
grouped geographically and by institution, which allows 
the staff to be able to visit more frequently and to deal 
directly with the caregivers in those institutions. 

We have enhanced our internal audit capacity. We 
have created a new service: quality assurance and asset 
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control unit. In the past year there was an audit of all real 
estate that is held and detailed instructions were given. 
The audit capacity, the quality assurance unit, will be 
issuing management reports that indicate where action is 
necessary, and it will be part of the performance contract 
and the performance expectation of all staff that correct- 
ive action is taken. 

Those are just some of the improvements that we have 
been implementing, and there are more. In a couple of 
areas where we think there is particular risk, and the risk 
investigations is a good example, we have revised the 
process to ensure that priority is given to those cases that 
have higher risk so that they’re dealt with first. As well, 
we have increased the number of investigators by 30%. 
There is an automated tracking system that’s being de- 
veloped and will be implemented by the end of June. We 
are the only province that has performance measures, so 
we’re the only province where the public guardian- 
trustee has performance measures. 

Mr Patten: Given your experience— 

Ms Karakatsanis: So we can improve in those meas- 
ures. If I can perhaps just point specifically to those 
examples that were highlighted in the audit, I can give 
you some comparisons with today. 

The processing of private guardianship applications 
within four weeks: We were meeting that standard 40% 
of the time. We now meet it 94% of the time. 

Legal proceedings being reviewed and initiated: We 
used to meet that within the two days’ period, com- 
mencing the work. We used to meet that 80% of the time. 
It’s now 89% of the time. 

The 90-day file review, which we were only achieving 
60% of the time, we are now meeting 82% of the time 
and, effective April 1, there is an enhanced and more 
expanded 90-day file review that is being implemented 
with the new staffing structure. 

Visits have increased from 25% to 48%: We visited 
twice as many of the people we cared for last year than 
previous years. 

So the performance measures themselves I think indi- 
cate substantial improvement in those areas that were 
highlighted by the auditor. 

I don’t want to leave this without acknowledging the 
concern we have for the issues that were raised, and I 
want to indicate that we are committed to rectifying 
them. 

Based on our internal audit—and we have audited 
many files; in the past year alone, we have audited fully 
the 888 files—we’re satisfied that those examples are not 
typical. They are extreme cases, and we are committed to 
ensuring that they don’t happen again. 

Mr Patten: OK. I have three very short questions 
here. Based on your experience and your review and the 
establishment of your performance standards, have you 
identified a particular set of procedures—in other words, 
if you have to liquidate anything to address liabilities, 
you deal with cash first rather than property, that every 
effort is made to find or concur or discuss with relatives 
of the individual concerned any possible—you know, 
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whatever those procedures are. I’m looking at whether 
you have a set of procedures, because some of the mis- 
takes that have happened in the past have tended to be, 
“Why would you do this rather than this when there are 
assets over here?” that there are liquid assets, or there are 
situations of taking many years to place a house on the 
market or certain assets etc. 

I don’t want a long answer. I’m just wondering, have 
you established now a particular approach? I’m assuming 
that these investigations you have are all in-house, or do 
you have some of these sent out to private consultants to 
manage? 

Ms Stratford: I’m sorry, the last part I didn’t quite 
hear. You’re asking about investigations? 

Mr Patten: Yes. Are the investigators internal? 

Ms Stratford: Yes, internal. We have investigators on 
staff who carry out the investigation. 

In answer to the earlier part of your question, we cer- 
tainly do have procedures that are followed in determin- 
ing how to manage the finances of one of the people 
whom we look after. Our mandate is to act in the best 
interests of the people we serve. That would include, in 
the area of their finances, making sure that the decisions 
we make make the most sense in the circumstances. So 
certainly if there are assets that can be easily liquidated to 
meet the client’s needs, we would turn to those assets 
before we would look at real estate and other assets, 
unless it’s been determined that the client has no further 
need, for example, of real estate. 

If there are family members around who are willing to 
be involved at least to the point of consultation, even if 
they won’t be involved in taking care of the person’s 
finances, then we would consult with them and certainly 
consider their views on subjects like what kinds of assets 
to liquidate and how to go about managing that person’s 
finances. 

Mr Patten: You talked about increasing visits and 
you’ve somewhat divided up your caseloads on a re- 
gional basis, or however that breaks out. Is that handled 
through some of your regional offices? Is this now a 
regionalization of the program? Are there actual people 
being dispersed to areas or is it being handled by some of 
your AG offices in different parts of the province? 

Ms Stratford: We have a number of regional offices. 
We also have investigators who are based centrally. So 
there are some investigators in the regional offices and 
they would handle the investigations in that area. There 
are client representatives in every regional office, so the 
clients in that area would be served by the client repre- 
sentatives in that area. We also have treatment decision 
consultants in each of the regional offices who serve 
those clients who require treatment decisions. 

Mr Patten: Before I pass it over to my colleague, I'll 
be interested to see whether the increase in personal 
contact visits etc will be supportive and helpful in your 
program. I suspect it will, and therefore I find it some- 
what ironic—and I know this wasn’t your decision, either 
of you, because you weren’t in the office at the time— 
that the family support program, which also has a high de- 
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gree of necessity for personalization or personal inter- 
face, where possible, with extremely sensitive circum- 
stances, has been totally centralized and has taken away 
the element of some of the regional offices, which I 
certainly hear about in my office. That’s just a comment. 
You may or may not want to react to that. 

Ms Karakatsanis: Ill react to part of it, if I may. In 
terms of the social work and the personal support we 
provide to many of our property guardianship clients, 
many of their needs relate to their day-to-day living 
decisions, so if they need emergency medical treatment 
or if they need new living quarters or if there is any kind 
of personal crisis, that’s part of what we do to respond to 
their needs. About a third of the time of our client repre- 
sentative is spent on dealing with those direct human 
needs of the clients, particularly in those cases where the 
clients are in unregulated settings or are in the commun- 
ity. These are people who are challenged in many ways 
and who have special needs, so particularly in those cases 
we do feel it’s important to visit them. 
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I have to say that when IJ talk about the number of cli- 
ents that we visited, I’m not including repeat visits. There 
are some clients who have very many visits. We’re not 
including visits by members of the staff other than the 
client representative. There are some clients who are in 
very regulated settings whose financial affairs are very 
simple, where a personal visit is not absolutely essential 
to the management of their financial affairs. Other prov- 
inces— 

The Chair: You’ ve got four minutes left. 

Mr Bryant: We’re willing to concede that point. I’m 
going to have no time left unless I go forward. 

Ms Karakatsanis: Just very quickly, other provinces 
didn’t have similar policies for visiting. They’re just 
slowly now coming to that. 

Mr Bryant: Excellent. Getting back to this legal obli- 
gation, my concern is this: I understand that you’re now 
notifying minors. The concern is that the government 
believes that it is at their discretion, and previous gov- 
ernments have believed that it was at their discretion, to 
notify these people. You have a legal opinion that sup- 
ports that. My concern is that the legal opinion is wrong. 

I went to the library on my break. Donovan Waters, 
who I don’t need to tell you is the guru on trusts, has 
said, “If there is a discretionary power or trust to per- 
form,” which obviously the public guardian and trustee 
has, “that trustee should not only consider whether or 
how he should exercise it’—we know that that hap- 
pens—“but in the first place inform the potential benefi- 
ciary of the beneficiary’s interest and outline the terms of 
the trust,” suggesting that in fact it’s the primary duty to 
inform and to advise. 

The problem is that what we have with this office is a 
legislated conflict of interest. I understand it’s permitted. 
As you know, under trust law, the trustee can never profit 
from the beneficiary—can never profit. But that happens. 
After 10 years’ holding this money, the trustee gets it 
back; in this case, the province. The trustee takes a per- 





centage of the assets that come into the public guardian 
and trustee’s office in order to administer it. 

The appearance—and I’m talking about the appear- 
ance, and appearance is important when it comes to 
trust—is that there’s a potential for a boondoggle for the 
government. If they do nothing for 10 years, they get the 
money. So the incentive would be to do nothing for 10 
years so they get the money, because of course it reverts 
to the trustee at the end of the 10 years. If, on the other 
hand, there’s an obligation for them to notify and move 
forward, then that is going to remove the appearance of 
the boondoggle. 

Can you tell us now, upon reflection, what is the legal 
analysis that refutes the god of trust, Donovan Waters? 
Was it a written opinion? Was it an oral opinion? Why 
won’t you table it with this committee when you know 
very well there’s no privilege that attaches to a document 
that you’ve already made the subject matter of our con- 
versation. You’ ve waived privilege already. 

Ms Karakatsanis: I have earlier stated the legal posi- 
tion of the public guardian and trustee. I also stated that 
notwithstanding that, the government has now taken on 
this obligation to inform the holders of these accounts 
once they reach their age. As you know, the specific 
opinions are subject to solicitor-client privilege. That is 
something that the government— 

Mr Bryant: You’ve waived privilege. We’re the cli- 
ent. The people of Ontario are the client. We waived it. 

Ms Karakatsanis: I have stated the position. In any 
event, the point here is that we have taken on this obliga- 
tion to notify them. We do notify them. 

Mr Bryant: You can take off that obligation too. 

Ms Karakatsanis: In fact, 75% of those who reach 
the age of majority and are entitled to receive their 
money do in fact access their money, or they’re aware of 
it and choose to leave it there. The money does not revert 
to the crown. In the case of an estate where they have not 
been claimed for 10 years, that does revert to the crown, 
but if the heir ever shows up, the money is still there. 

Mr Bryant: He shows up, but you have to rely on 
them to show up. This is my concern. Was it— 

Ms Karakatsanis: If I could finish— 

Mr Bryant: Mr Martiniuk asked you some pointed 
questions and I want to ask you a pointed question. Yes 
or no, do you have a written opinion that contradicts what 
Professor Waters is saying? 

Ms Karakatsanis: I don’t want to engage in further 
debate about this, Mr Bryant. 

Mr Bryant: Yes or no, do you have it or don’t you? 

Ms Karakatsanis: I stated the— 

The Chair: Let her answer, Mr Bryant. 

Mr Bryant: Okay. 

Ms Karakatsanis: I’ve stated what the position is of 
the— 

Mr Bryant: What is your office hiding? Why would 
you not table this opinion? 

Ms Karakatsanis: It is clear that we’ve taken on the 
obligation. This is something new that we’ve agreed to 
do, to notify those holders of accounts of the— 





23 FEVRIER 2000 





COMITE PERMANENT DES COMPTES PUBLICS 


P-147 





Mr Bryant: But if you have no obligation, then you 
can withdraw that willy-nilly next year. That’s my con- 
cern. It’s in your hands. I don’t want to leave it to your 
discretion. 

Ms Karakatsanis: I’ ve given my answer. 

The Chair: Thank you very much, Mr Bryant. Do you 
have any final comment, because the time is up. 

Ms Karakatsanis: I’ve given my answer. 

Mr Martiniuk: Mr Chair, it might expedite things if 
we permit Mr Bryant, with the approval of Ms Martel, to 
have an additional few minutes to follow his line of 
questioning. I’m willing to give him three or four min- 
utes more. 

The Chair: Does everybody agree that Mr Bryant can 
have three or four minutes more? Do I hear any objec- 
tion? No. Continue then, please. 

Mr Maves: You’re generous. 

Mr Bryant: This is my last kick at the can on this, I 
understand. That’s what that means. 

Three questions. Firstly, is it the concern of the min- 
istry that if they acknowledge the legal obligation to 
notify, pursuant to the law of trusts, that in turn they will 
incur some legal liability? In other words, they will in- 
crease their exposure and what it’s going to mean is more 
lawsuits and not unlike the ones that were the subject of 
Mr Patten’s questions. Is that the concern? 

Ms Karakatsanis: The ministry responded to the 
issue that was raised by the Provincial Auditor. We 
looked at the issue and determined that it was appropriate 
to provide notification to minors who were eligible to 
recover their funds. That was the motivation. 

Mr Bryant: The procedures and protocols when a call 
comes in or when a case is being dealt with—there must 
be a protocol as to what is done and so on. Are there 
procedures and protocols that you table so that we can 
see what the protocol is? Rather than going through job 
descriptions and resumés, we can see what hoops are 
jumped through. Is there something in writing on that 
front? 

Ms Stratford: I’m sorry, on which point? 

Mr Bryant: With respect to an estate when it comes 
in and documenting a file and dealing with a file. 

The Chair: Is there a procedural guideline? 

Ms Stratford: There would be procedures, yes. There 
are various procedural manuals. 

Mr Bryant: Would you be willing to table those 
manuals? 

Ms Karakatsanis: I understand there are volumes of 
manuals and they are under review. Some of them have 
been reviewed more recently than others. We would have 
to take a look at them and ensure there was no reason 
why they shouldn’t be tabled. 

Mr Bryant: OK, thank you. 

The Chair: For the record, then, you would be pre- 
pared to table them? Just so that we’re clear, either one 
way or the other. 

Ms Karakatsanis: I think that we would like to take 
another look at them before we make the final decision. 

The Chair: You’ll let us know, then? 


Ms Karakatsanis: We’l] let you know. 

Mr Bryant: Also, there is some issue as to the di- 
verging opinion provided by your ministry with respect 
to what the industry standard is in terms of errors: 5% 
and then apparently now there’s been a change of heart. I 
take it that the auditor wouldn’t cite an industry standard 
unless there was one. There is an industry standard. 

Mr Peters: We are attributing the standard actually to 
the ministry. 

Mr Bryant: Would you table those diverging opin- 
ions so that the committee can say, “We think that in fact 
the 5% standard is right or we think that in fact the 20% 
standard is right’? 

Ms Karakatsanis: My understanding is that the ori- 
ginal information came from ministry staff who felt that 
was an industry standard. We don’t have the documenta- 
tion to substantiate that. I understand that the Provincial 
Auditor didn’t do any independent review of what that 
statement was. Recently we did informally contact a trust 
company to determine what the standard was and how 
they calculated it. We were advised at that time that they 
don’t have it. I’ ve told you all we know. 

Mr Bryant: You’re saying that there is no documen- 
tation either backing up or refuting a 5% industry stan- 
dard? 

Ms Karakatsanis: There was some documentation 
initially stating that, I believe. 

Mr Bryant: Would you be willing to table that? 

Ms Karakatsanis: But I don’t think there was any- 
thing specific backing it up. Just a second, I'll check. 
There’s nothing specific that the guardian and trustee has 
seen that backs that up. 

Mr Bryant: You don’t know? 

Ms Karakatsanis: I don’t know. 

Mr Bryant: If there are such documents, perhaps you 
would be willing to consider them and table them to the 
committee? 

Ms Karakatsanis: As I say, I know it was reflected in 
the documents, but the backup, any basis for that, we 
don’t believe there are any documents. 

1400 

Mr Bryant: OK. There are no documents. 

My last question is to the auditor. Are you concerned 
that there is an obligation on the trustee to inform the 
beneficiary of the beneficiary’s interests, and it is not 
being fulfilled by the government? Is that a concern of 
yours? 

Mr Peters: I have to be careful how I answer your 
question, because we’re not lawyers. 

Mr Bryant: Right. 

Mr Peters: We accepted the assertion that there was a 
legal opinion, and we wrote in our report that the public 
guardian and trustee said they had a legal opinion to that 
effect: 

Mr Bryant: Did you see it? 

Mr Peters: No, we did not see it. I am concerned 
about that, quite frankly. I think we should see it. If we 
don’t see it, the committee should see it, and if the com- 
mittee can’t see it, I think some steps have to be taken to 
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ensure that the legal position is correct that is taken in 
this particular regard. That was your question. I have 
another comment on the 5%. 

Mr Bryant: With respect to the 5%? 

Mr Peters: The 5% comes from documentation of the 
public guardian. I think if you look at your records, you 
will find a document. 

Mr Bryant: We’d better see those documents, then. 

Ms Karakatsanis: I know the assertion was made in 
an internal document. I don’t believe there was any 
documentation to support that assertion. 

Mr Peters: No, not an external—the public guardian 
and trustee had no documentation from a trust company 
to support the facts for this. 

Ms Karakatsanis: No documentation to support that 
assertion. I’m not aware of any documentation that does 
that. 

Mr Bryant: I understand. But that document in and of 
itself, have we seen that or have you seen that? 

Mr Peters: We have seen the document, and the 
document was actually prepared in order to make a sub- 
mission for funding for the public guardian and trustee. 

Mr Bryant: So it contains some findings and analysis. 

Mr Peters: Not findings and analysis. It contains the 
assertion of standards that they would like to achieve and 
that they have resource problems achieving. 

Mr Bryant: Do you think it would be helpful for this 
committee to see that document? 

Mr Peters: I think it would have to be made available 
to you by the ministry, not by us. 

Mr Bryant: OK. Could we have that document? 

Ms Karakatsanis: I'll have to review the document 
and make that determination. 

Mr Bryant: OK. Thank you very much. 

Ms Martel: Just to be clear about what we’re talking 
about: Is this the document that was prepared for esti- 
mates purposes? 

Ms Karakatsanis: I believe the document was pre- 
pared for proceeding to obtain further resources inter- 
nally. 

Ms Martel: So, for estimates, a submission to Man- 
agement Board? 

Ms Karakatsanis: I believe so. 

Ms Martel: OK. I’m a little confused about why the 
office would give information to the auditor with respect 
to a 5% standard when it appears there’s nothing to back 
that up. Is that a silly question to ask? 

Ms Karakatsanis: I’m surprised by that too. 

Ms Martel: OK. Let me go back to the issue about 
staffing and training, if I might. In the audit that was 
done in 1996, which you’ve identified was an internal 
audit, was the issue of staffing raised in that audit? 

Ms Karakatsanis: The internal audit function began 
in 1996. That was an audit of the files, the guardianship 
files. Those files, and they are files that go back some 11 
years on average, were reviewed and each and every 
transaction in those files was examined by the internal 
audit. As a result of that, the internal audit identified 
some areas where either further actions were required or 





where errors had been made. It was as a result of that 
information that staff were to take further steps. 

Ms Martel: Deputy, just so I’m clear: There was no 
specific reference in that audit with respect to additional 
human resources being required to tackle any of the 
issues you identified in the review itself? 

Ms Karakatsanis: That internal audit was focused on 
auditing the files, and the work that was done on those 
files and the various transactions was the focus of the 
audit. It didn’t deal with resources at the time. 

Ms Martel: When the auditor reported, the report 
clearly showed that the ministry itself had identified a 
need for additional human resources. Can I ask when that 
need was identified? 

Ms Karakatsanis: I’m not aware of when precisely 
that need was identified. It was identified, and we went 
through the normal course, and ultimately government 
made a decision to provide more resources. We have 
been recruiting in the last year to fill those. 

Ms Martel: I suppose it’s the year to recruit that I’m 
wondering about. The audit was completed by the auditor 
in about February 1999, and the ministry responses may 
have come in before or after that. But certainly the min- 
istry response is that staffing requirements were identi- 
fied even before this audit was complete, so I’m having 
to assume that was sometime in 1998. 

If I heard you correctly, you said you have just hired 
43 more staff. I’m not sure if that was just early in the 
year 2000 or not, but it seems that there’s about a year- 
and-a-half, two-year delay from the point of time where 
you made it clear in this report that additional resources 
were going to be hired and when it seems they are actu- 
ally being hired. I’d like to get some more specific re- 
sponses about when you started to identify these needs 
and why it has seemed to take at least a year and a half to 
fill some of these positions. 

Ms Karakatsanis: The additional resources were 
made available for the fiscal year 1999-2000, so early in 
1999 there was a decision. Those monies were added to 
the budget. I know there has been a lengthy and thorough 
recruitment process as well as a reorganization of the 
office, the management structure and the caseload. 

Ms Martel: Deputy, on the additional resources, can 
you give me that number again? 

Ms Karakatsanis: There were 43 additional staff who 
were hired. 

Ms Martel: But the additional amount of money that 
you would have received in order to do that hiring? 

Ms Karakatsanis: Yes; $3.4 million. 

Ms Martel: Was that request part of a submission 
through the estimates process to Management Board to 
get additional staff? Is that how that came about? 

Ms Karakatsanis: I’m not sure what the exact form 
was, but it was certainly through the process of deter- 
mining what the budget would be for 1999-2000 that that 
decision was made. 

Ms Martel: So even though in 1998 you clearly 
would have identified a need, because you’ve said so, 
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there just weren’t the financial resources flowing from 
any particular source to allow those people to be hired. 

Ms Karakatsanis: I didn’t say that we identified a 
need at any particular time. I said that we went through 
the process of doing so and we were given more re- 
sources, and that we have moved to hire and we have 
hired, and that effective April 1 the new management 
structure will be in place. 

Ms Martel: Your reply to the auditor’s report said 
that the staffing needs had been identified pre-audit, so 
that would have put us at some time into 1998—maybe 
the end, maybe the summer. I’m not sure which. 

You have recruited now 43 more staff. Is that the total 
combination between your supervisory staff and your 
front-line staff, or are those all front-line workers? 

Ms Karakatsanis: It’s 43 more staff in total. The 
public guardian and trustee can give you the breakdown. 

Ms Stratford: There are actually others we have re- 
cruited, because in addition to the new positions there 
were some positions that we were reallocating in the 
office to redirect resources to the areas of highest need. 
So there were some vacancies that were moved around to 
make sure that we were putting people where they could 
do the best work. 

To the exact figure: We had 43 new positions that 
were created with additional funding, which was received 
in the beginning of the 1999 fiscal year. We had 39 posi- 
tions that we’ve recruited for as a result of these reallo- 
cations of staff and reorganization of staff. So there were 
actually 39 vacancies that we had available to us already 
that we had not filled. So we undertook a recruitment of 
82 staff. Yes, some of those were supervisors. That in- 
cludes the supervisory staff as well as the front-line staff. 

Ms Martel: If I’m correct, you’ve said to us that the 
front-line investigative staff—to establish guardianship 
you’ve hired three more there? Do you have the break- 
down by— 

Ms Stratford: We have the current group of nine in- 
vestigators, including two that do screening. We’re add- 
ing four new investigators, one of whom will be the team 
leader. 

1410 

Ms Martel: And your front-line guardianship work- 
ers? 

Ms Stratford: We are adding 24 new client represen- 
tatives to the current total of 43, to give us 67. We’re 
adding 12 client representative assistants to the current 
total of 36, which will give us 48. In addition, we’re 
adding seven team leaders in the guardianship area. 

Ms Martel: And the seven team leaders are manage- 
ment staff. 

Ms Stratford: Supervisors. 

Ms Martel: OK. The report said your internal audit 
capacity doubled, but we didn’t know how many you 
started with. So what’s your total there? 

Ms Stratford: We’re adding one additional internal 
auditor, we’re adding a manager of the quality assurance 
area, and we’re adding, I think it is, two assistants. 





Ms Martel: So in your quality assurance unit, what 
would be your total staffing capacity? And that’s a new 
unit that has just been established in the last number of 
months? 

Ms Stratford: Six. 

Ms Martel: A total of six in that office. Can you just 
describe for the committee again your training initia- 
tives? I tried to listen carefully. I heard both a four-week 
reference and a 12-week reference. If you can just pro- 
vide to us again some information about what that train- 
ing process is for the new people you’ve brought on, 
especially for your new employees who are coming on 
front-line, because I want to distinguish between front- 
line and supervisory to determine if there are different 
training patterns or techniques. 

Ms Stratford: We began the training for our new 
guardianship front-line staff on November 29, 1999, and 
the training program runs right through until April 1 of 
this year. 

Supervisors are receiving that training because team 
leaders also carry a caseload, but they will in addition be 
receiving training specific for their needs—team leader- 
ship skills, that kind of thing. There is a program planned 
for them as well, and I believe they’ve already had one 
instalment of that. 

A component of the training that started on November 
29 is a four-week, formal classroom training session. 
That has been completed. We’ve brought in all of the 
new front-line staff in the guardianship area, and we’ve 
provided them with training through workshops and 
direct presentations from existing staff, existing manag- 
ers. Outside experts were brought in to provide further 
details in some of the more complicated areas. Various 
methods of presenting the material were employed, so 
that all of the various learning methods that adults really 
benefit from were used. 

That was the four-week session that I was talking 
about. But ongoing from that is a range of things. There 
are special workshops dedicated to particular functions of 
the job. There will be job shadowing so that newer staff 
can work with more experienced staff and gain experi- 
ence just by watching them, seeing how it’s done in real 
life, and one-on-one training with experienced staff in 
particular areas. 

We’ ve focused on, as I said, the full range of activities 
that would exist in a typical guardianship case. We have 
focused particularly on areas that were raised through our 
own internal audits and by the Provincial Auditor as 
areas of concern, to make sure that the new staff as well 
as the existing staff are very clear about what those issues 
are and what they need to do to address them. We have 
more staff training planned for March and April, which 
will also focus on those areas, and we’re also training the 
new investigators and the estates officers as well. 

Ms Martel: Are all your positions now filled, of the 
82 that you were recruiting for? 

Ms Stratford: By and large. There are always one or 
two that may be issues for us, but the recruitment drive, if 
you will, has occurred and the people have been hired. 
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Our target has been to have everyone trained and ready to 
take on the work by the end of March. My information is 
that we are on track with that. There may be one or 
two—some of the people who were successful in the 
competitions were from the organization internally. They 
were at a more junior level and they were able to secure a 
position of a more senior type, so then there would be 
some domino effect as you go to fill those positions. 

Ms Martel: The $3.4 million that you received begin- 
ning in the fiscal year 1999 is in addition to the base 
budget? 

Ms Stratford: Yes. 

Ms Martel: And what is the final base budget now? 
Sorry; you may have mentioned that earlier. I apologize 
if I missed that. 

Ms Stratford: It’s $23.9 million. 

Ms Martel: I’d like to ask just quickly about the fee 
structure. As I understand it, fees are made payable by 
the client for the services that the office renders, and fees 
are charged as well for the administration of the estates. 
Are the fees in both of those cases applied as a percent- 
age of the assets that you are managing? 

Ms Stratford: There are two kinds of fees. There is a 
transaction fee which is charged on the transactions, the 
incomes and disbursements, and there is an annual care 
and management fee that is payable as a percentage of 
the annual average value of the assets that are held. 

Ms Martel: When you talk about the transaction fee, 
how would that be applied? Are you talking about an 
individual transaction in a bank account? 

Ms Stratford: Payments that are received in to the 
credit of a client— 

Ms Martel: That would be a pension? 

Ms Stratford: That’s right—would be subject to a 
transaction fee. Likewise, payments out are subject to a 
fee: 

Ms Martel: Do you know what is your total, perhaps 
for 1999-2000? What would your total have been that 
would have been collected in fees? 

Ms Stratford: In 1998-99, we collected altogether 
about $12 million in fees. 

The Chair: Sorry, if I could just ask one question. 
What would the average transaction fee be? What are we 
talking about in dollars and cents? 

Ms Stratford: The current amount that we charge on 
transactions is 2.5%. 

The Chair: That’s on both money coming in and 
money going out? 

Ms Stratford: That’s right. 

The Chair: And then on the total estate it would be 
what, as a management fee? 

Ms Stratford: It’s 0.4 of 1%. 

The Chair: Thank you. 

Ms Martel: Do you have the figures for 1999-2000? 

Ms Stratford: No, I’m sorry. 

Ms Martel: Do those fees go directly to the consoli- 
dated revenue fund, or does the office retain any portion 
of that? 

Ms Stratford: No, we remit the fees. 
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Ms Martel: With respect to the 888 files that you re- 
viewed, you talked about the 22% error rate, and I guess 
we can go back and forth about whether or not those 
were significant errors. You’ve talked about all the 
changes that you’ve made in staffing and procedures etc 
to deal with that. It would be an annual review that you 
will do then to look at some of those files to try and 
determine if that error threshold is being reduced? Is that 
what your plan is? 

Ms Stratford: On all new files we will be doing a re- 
view at the 90-day point—we’re already undertaking 
reviews like that; we’re planning to expand the scope of 
the review—to go through a checklist to make sure that 
we have attended to the proper details that are required in 
that file. 

Ms Martel: If I was clear before, all of the files at 
least have been reviewed at this point, both new and 
outstanding files, to go through all the errors, to make a 
note of errors? 

Ms Stratford: No, not every single file in the office. 
The way we’re approaching this is to first review the files 
that we are reallocating from the more senior client rep- 
resentatives, the less complicated files. You’ll recall we 
described how we were reallocating caseloads so that the 
senior client representatives would have the more com- 
plicated cases but would have fewer of them. They will 
be handing over to the more junior client representatives 
the files that are less complicated. 

As they hand them over in batches of about 25, that’s 
part of the training program for the junior client repre- 
sentatives. They will be required to review each of those 
files, checklist in hand, and look for those kinds of issues 
that have been identified as things that need to be 
watched and need to be ascertained as having been done 
in the file. 

The files that are being kept behind by the senior cli- 
ent representatives, the more complex ones, will also be 
reviewed. We are looking at a schedule of review. We 
haven’t quite finalized a target date for completing the 
review but we’re hoping to undertake that review at the 
rate of about one or two a week by the various senior 
client reps who are holding those files. 

Ms Martel: Can you tell us how many cases would be 
in the second category for review, the cases that are being 
held by the senior management? 

Ms Stratford: I’d have to do the math on that; I’m 
sorry. I don’t know for sure. But we will, of course, be 
continuing our internal audit process which, as we said, 
has a target of 600 internal audits every year. We’ve 
exceeded that target this year and we’ve done over 800. 
But we will be able to step up that work with additional 
audit strength and those audits will certainly continue 
whether or not these files have been reviewed in the way 
I’ve just described. 

The Chair: Mr Peters had a comment before I go to 
the government side. 

Mr Peters: I just have a quick question. There was 
reference made frequently that we used “extreme cases.” 
I just wanted to make sure I understand the definition of 
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“extreme” in this case, because the cases we found, many 
of which were brought to our attention, were either cases 
where we found that action was not timely or where we 
found that client assets had either been lost or put at risk. 
Would that be your definition of “extreme” as well? 


Ms Karakatsanis: Those cases are obviously unac- 
ceptable. They were extreme cases. It’s just that, based 
on the internal audits that we have done, we are satisfied 
that those are not typical cases, that they are extreme 
cases. Yes, we accept that the cases that you’ve high- 
lighted were totally unacceptable. 


Mr Peters: I agree with you on that, but I don’t quite 
agree that they came out of our regular—these were cases 
we found in the audit, so I would not consider them 
unusual. 


Ms Karakatsanis: Some of them were, and some of 
them came from the internal audit as well. 


Mr Peters: That’s true. 


Mr Martiniuk: Assuming that we have concluded all 
questions, I move that we adjourn to in camera hearings, 
Chair. 

The Chair: There is a motion to adjourn at this point 
in time. Before we adjourn, and it has nothing to do with 
the motion as such, I just want to make the committee 
aware of the fact that a notice of motion has been filed by 
Mr Gravelle, which I understand is the tradition of this 
committee, to deal with the matter that we’re dealing 
with tomorrow, the Ministry of Transportation matter. I 
understand that it’s a tradition to file a notice of motion 
the day before with this committee. He has done that. So 
just for the record, there it is. 

With that, Ill call the question. All those in favour of 
adjournment? Opposed? We’ re adjourned. 

Thank you very much for attending today and for at- 
tending last week as well with the members of your staff. 
We appreciate it. 

The committee continued in closed session at 1423. 
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The committee met at 1038 in room 151, following a 
closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF TRANSPORTATION 


Consideration of section 3.14, provincial highway 
maintenance. 

The Chair (Mr John Gerretsen): I'd like to call to 
order the meeting of the standing committee on public 
accounts to deal with section 3.14 of the 1999 annual 
report of the Provincial Auditor, dealing with provincial 
highway maintenance. 

Good morning, and welcome to our hearings. We’ll 
start the hearing off with any presentation you may have 
for 15 to 20 minutes, and then we’ll throw it open to 
questions from the membership here. Good morning, 
Deputy. 

Ms Jan Rush: Thank you, Mr Chairman and mem- 
bers of the committee. In my remarks this morning I’d 
like to address three topics: the history of outsourcing of 
highway maintenance, the ministry’s winter maintenance 
program, and then some more specific details of the 
Provincial Auditor’s 1999 report. 

To begin, I would like to highlight for the com- 
mittee— 

The Chair: I’m sorry. Could you please identify 
yourselves? 

Ms Rush: My name is Jan Rush. I’m the Deputy 
Minister of Transportation. Carl Hennum is the assistant 
deputy minister of operations. Malcolm MacLean is the 
director of construction and operations in the ministry. 

Ms Rush: To begin, I'd like to highlight for the com- 
mittee some elements of the ministry’s approach to 
outsourcing maintenance to private contractors. Our 
maintenance standards are consistent with the best 
practices in other jurisdictions in Canada and elsewhere, 
and in accordance with our first priority, highway safety, 
safety standards have not and will not be reduced. 
Likewise, the standards that private contractors must 
achieve reflect long-standing ministry standards govern- 

ing the maintenance of Ontario’s highways. 

_ While the ministry had traditionally outsourced con- 
siderable portions of its highway maintenance program, 
in 1995 we began to review our processes and look at 
some new and innovative ways to be more efficient and 


effective in our outsourcing. The ministry’s team pro- 
ceeded carefully and did considerable research both in 
Canada and elsewhere in the world. Based on this 
practical experience from other jurisdictions, we set out 
to develop an approach that would work best for Ontario. 
What we have adopted is a blended approach, using a 
combination of area maintenance contracts and managed 
outsource contracts, which we believe is the best mix for 
our needs. Today, approximately 85% of the province’s 
highway network is maintained by the private sector. By 
the end of this year, we expect that practically the entire 
network will be maintained this way. 

Let me briefly describe the two types of contracts we 
use. Managed outsource involves ministry staff managing 
and directing highway maintenance operations with 
contractors supplying equipment and staff to perform 
specific functions. Ministry staff patrol highways to 
determine when maintenance is required and as a follow- 
up to ensure that work has been performed to standards. 
Under area maintenance contracts, contractors assume all 
responsibility for maintenance within a specific geo- 
graphic area. The ministry monitors their work to ensure 
that standards are met. 

We have found through our experience that the blend- 
ed approach offers several demonstrated advantages over 
a one-concept approach, including the ability to ensure 
greater competition, match contracts to local market con- 
ditions, allow greater industry participation, permit future 
flexibility in modifying contract areas and types, lower 
the overall risk and achieve greater efficiencies. The 
blended approach assures long-term sustainability of 
maintenance outsourcing as well as initial cost savings by 
ensuring a competitive supplier market. It also provides 
for future flexibility to adapt to changing market con- 
ditions. 

I would now like to spend a few moments on a key 
government activity that affects all citizens in Ontario, 
and that is winter maintenance. Many of the key elements 
I have described in our approach to outsource pertain to 
winter maintenance. Let me highlight the key provisions 
we have in place to ensure winter maintenance standards 
are met. 

(1) We have clear and concise contracts that spell out 
the standards to which contracts must adhere. 

(2) We have a comprehensive verification monitoring 
program in place. 

(3) We have strict enforcement. Let me briefly elab- 
orate on this key component. Failure to meet standards 
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can result in severe financial penalties and can result in 
the termination of contracts and the suspension of 
bidding privileges for future contracts. There is no room 
for cutting corners. I’m pleased to say that there have 
only been a few instances where the ministry has had to 
impose penalties on contractors not performing to 
standard. 

(4) Also, we have been continuously working with 
contractors to develop new and improved ways to meet 
the standards and to ensure that best practices are applied 
throughout the province. 

We are all familiar with the exceptional and adverse 
winter weather. While our winter maintenance is con- 
sistent with the best practices and standards anywhere, 
we’ ve continued to remind the travelling public to adjust 
their driving to prevailing road conditions. 

I would now like to move to the third topic, some 
more specific details in the 1999 Provincial Auditor’s 
report. In his 1999 report, the Provincial Auditor pro- 
vides a useful and detailed analysis of how the Ministry 
of Transportation’s highway maintenance program was 
performing and whether there were adequate procedures 
in place to measure and report on program effectiveness 
and to ensure that outsourcing was being managed with 
due regard for economy and efficiency and in compliance 
with legislation, policy, contract terms and conditions. 

We acknowledge and appreciate the auditor’s 
thorough review of our outsourcing approach, his recog- 
nition of where the ministry had made progress in 
implementing the strategy and his insights in identifying 
where we can continue to improve. We are mindful of 
this valuable input as we continue to improve our 
processes and procedures and revise existing ones. 

As always, our prime objective is to ensure that high- 
ways are safe and that the public interest is maintained, 
regardless of whether ministry staff or private sector 
contractors provide the service. 

I would now like to address some of the specific issues 
raised by the Provincial Auditor and discuss how the 
ministry has responded or plans to respond to the many 
thoughtful recommendations in the report. 

While the ministry, as I said earlier, has an established 
tradition of dealing with outside maintenance contractors, 
the development of our current approach to outsourcing 
dates back to the mid-1990s. The Provincial Auditor 
looked at several key aspects of our highway main- 
tenance program and provided us with a number of useful 
recommendations on how we might adjust to improve 
our procedures. While the audit report covered a range of 
topics, from measuring and reporting on program 
effectiveness to compliance with policies, procedures and 
contract terms, I would like to focus on three broadly 
representative areas to illustrate how the ministry has 
specifically responded to the report’s findings and 
recommendations. 

They are: 

(1) determining which outsourcing method provides 
the greatest actual saving and then revising our strategy 
accordingly; 


(2) reviewing the current tendering practices to ensure 
excessive costs are not incurred; 

(3) evaluating all contractors upon completion of 
existing contracts and before new ones are awarded. 

With respect to realizing the greatest actual saving, the 
ministry agrees with the auditor’s recommendation and 
has in fact evaluated its experience continuously as we 
have proceeded with highway maintenance outsourcing. 
As I highlighted earlier, we have adopted a blended 
outsourcing approach as the best alternative, ensuring a 
competitive marketplace with broad participation from 
industry. Furthermore, as I said at the outset, safety 
continues to be our number one priority. We will build on 
our experience to ensure that standards continue to be 
met and enforced. 

Regarding our tendering practices and mitigating 
against cost increases, the ministry agrees with the Prov- 
incial Auditor that any outsourcing plan must ensure that 
there is protection from long-term cost increases. The 
ministry’s blended approach to outsourcing has been 
built on the diverse experience of other jurisdictions, 
optimizing its tendering approach to provide maximum 
flexibility and ensuring that the most cost-effective out- 
sourcing alternatives are and continue to be available to 
suit local geographic and market conditions. 

The use of both area maintenance contracts and man- 
aged outsourcing contracts is designed specifically to 
ensure the ministry is able to manage the level of com- 
petition within the industry and retain the cost advantages 
of outsourcing. ; 

With respect to evaluating contractors, the ministry is 
creating a maintenance contractor’s performance ap- 
praisal system for all maintenance contracts this summer. 
This new system will be part of the pre-qualification 
system for major maintenance work, similar to con- 
struction pre-qualification. Under a maintenance pre- 
qualification system, poor performance could result in a 
reduced rating and a reduced ability to bid on ministry 
maintenance contracts. 

Ministry policy requires that maintenance contractors 
receive performance appraisals. Those who perform un- 
satisfactorily may be prohibited from bidding on any 
ministry contracts for a period of time. The ministry 
reiterated this requirement in November 1999. While our 
staff across the province share information on mainten- 
ance contractors who have been prohibited from bidding, 
we plan to create a provincial performance database to 
facilitate the retention and circulation of information. 

Mr Chairman, I would like to sum up my remarks to 
the committee this morning as follows: We believe we 
have approached the outsourcing of highway main- 
tenance in a thoughtful and responsible manner. We 
conducted the appropriate research, we sought advice, 
used independent consultants to verify and validate our 
approach, adjusted our direction on our experience and 
that of other jurisdictions. Moreover, the ministry exer- 
cises a high level of due diligence in developing its out- 
sourcing contracts and assessing both their cost-effective- 
ness and level of projected savings. 
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However, we also recognize that we must continue to 
strive for efficiencies and we must give our full attention 
to the best possible service and safety for road users. We 
continue to learn from our experiences and will adjust the 
outsourcing approach to maximize the benefits while 
protecting the public interest. Most importantly, highway 
safety is our number one priority. Maintenance standards 
have not and will not be reduced. 

To conclude, we found the Provincial Auditor’s 
recommendations thorough and helpful. We are in the 
process of following through with the recommendations 
contained in the 1999 report and we trust we have 
addressed his concerns. We continue to be vigilant in the 
manner of outsourcing our programs to ensure that the 
public interest is maintained and that the safety of those 
using our highways is given top priority. Thank you. 

The Chair: Thank you very much for your presen- 
tation. We have approximately 22 minutes per caucus. 

Mr Michael Gravelle (Thunder Bay-Superior 
North): I moved a notice of motion yesterday related to a 
motion I wanted to put before the committee. Could I 
read that motion now? 

1050 

The Chair: You can read it, but then we’ll start the 
questioning with Ms Martel. 

Mr Gravelle: I will read the motion now: 

“Whereas the auditor’s 1999 report indicates that the 
Ministry of Transportation’s highway maintenance out- 
sourcing has failed to ensure due regard for economy and 
efficiency, compliance with legislation, policies and con- 
tract terms and conditions; and 

“Whereas the Ministry of Transportation has not pro- 
vided an impact analysis of their pilot project on priv- 
atization in the Chatham area showing savings or 
improved safety; and 

“Whereas the winter of 1999-2000 in Ontario has seen 
a sharp increase in the number of fatalities on our prov- 
incial highways which may or may not have been 
influenced by the way highway maintenance services are 
being delivered; and 

“Whereas the Ministry of Transportation is moving 
forward with a goal of full privatization of maintenance 
service contracts by June 2000; and 

“Whereas mayors and reeves, city councillors, 
chambers of commerce, the Ontario Public Service 
Employees Union, truck drivers, bus drivers and mem- 
bers of the public have expressed strong concerns that 
highways in Ontario are no longer being maintained to 
the highest possible safety standard; 

“Therefore, I move that the standing committee on 
public accounts direct the Provincial Auditor to under- 
take a full review of highway maintenance contracts in 
the province of Ontario; that the review include an exam- 
ination of all costs and expenditures; an examination of 
how quality controls and inspection requirements are 
being met; an examination to determine whether main- 
tenance standards are being met; as well as an examina- 
tion of whether public safety may have been com- 
promised, particularly over the past four months, as a 


result of the ministry’s management of highway main- 
tenance; and that the Provincial Auditor report back to 
the standing committee on public accounts as soon 
possible with his findings.” 

I hope I get the full support of the committee on this. 

The Chair: We had a notice of that motion yesterday. 
Just for the record, the “whereas” clauses do not form 
part of the official motion. I’m so informed by the clerk 
that that’s not part of the motion, so we only deal with 
what’s after the “whereas” clauses. We’ll deal with that 
after we’ve had the hearings this morning or this after- 
noon. Then we’|l get back to the motion. 

We’ ve got 22 minutes left— 

Ms Marilyn Mushinski (Scarborough Centre): 
We’re not going to deal with the “whereases” after? 

The Chair: That’s right. We’re not. It’s only the con- 
tent of the motion itself that we’ll be dealing with. 

Ms Mushinski: I just needed clarification. 

The Chair: We’ve got 21 minutes for each caucus, 
starting with Ms Martel. 

Ms Shelley Martel (Nickel Belt): Before I begin my 
questions, I want to indicate that the New Democratic 
Party will be supporting the motion put forward by Mr 
Gravelle. This is an extremely important issue, especially 
in northern Ontario, where we’ve seen at least 15 deaths 
this winter, some of them in my own riding. So we’d be 
very interested in having the auditor do this very import- 
ant work. 

I'd like to welcome the delegation from the Ministry 
of Transportation. I want to begin my questioning this 
way. In the auditor’s report, which was released in 
November, the auditor says, “The criteria used to assess 
the program were discussed with and agreed to by min- 
istry management and relate to systems, policies and pro- 
cedures that the ministry should have in place.” I want to 
begin, Deputy, by asking you, is that a correct statement? 
Do you agree with that statement? 

Ms Rush: I’m sorry, the statement was? 

Ms Martel: That “the criteria used to assess the 
program’—this is the highway maintenance program— 
“were discussed with and agreed to by ministry manage- 
ment and relate to systems, policies and procedures that 
the ministry” should have had in place. 

Ms Rush: In general terms, yes. 

Ms Martel: Deputy, did you or your ministry have 
any concerns with respect to the manner in which the 
auditor’s staff handled this audit? 

Ms Rush: No. 

Ms Martel: Did you have any concerns about any of 
the techniques that were used in handling the audit? 

Ms Rush: No. 

Ms Martel: Did you have any questions or concerns 
with respect to the interviews that the auditor’s staff 
carried out with MTO staff? 

Ms Rush: I’m not aware of them. 

Ms Martel: Finally, did you have any concerns at all 
with respect to files that were reviewed, policies that 
were reviewed, data reviewed or any of the systems that 
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were reviewed by the auditor during the course of the 
audit? 

Ms Rush: No. 

Ms Martel: In light of that, Deputy, if I might, in 
questioning in the House on the day that this audit was 
released, which was November 16, our leader, Howard 
Hampton, asked your minister, Mr Turnbull, about the 
auditor’s comments, particularly with respect to the 
potential savings from outsourcing. He said what the 
auditor had said, which was that despite these one-time 
savings, “Outsourcing may ultimately result in a signific- 
ant increase in the cost of highway maintenance for these 
contracts.” 

Your minister said in reply: “The Provincial Auditor 
ignores the cost of capital equipment or maintenance, and 
these have to be considered. If you do not consider them, 
you’re not comparing apples with apples.” 

I’d like to ask you, Deputy, is the minister’s statement 
a reflection of what the ministry thinks about this audit, 
or were those his own concerns? 

Ms Rush: In discussions with the Provincial Auditor 
coming to the methodology that was used in accounting, 
it was clear that we had taken a different approach. The 
ministry believed, in its research and in its due diligence, 
searching out both some private sector advice and using 
some public sector documentation, that we should be 
providing cost-of-capital financing into the cost business 
case that we were looking at for each particular contract. 
The Provincial Auditor has indicated that he disagrees 
with that particular methodology for cost accounting. The 
ministry, as I said, believed it was using the correct 
methodology and believed it had done due diligence in 
picking the methodology it used. 

Ms Martel: Does the ministry still hold that view? 

Ms Rush: The ministry still believes it is a very valid 
and appropriate way of putting cost together. It is very 
difficult for us to debate accounting methodologies. I 
must say that what we’ve been able to do since that 
time—because we had a number of discussions with the 
Provincial Auditor about this. I can tell you that on the 
research we did, our understanding of the appropriate 
methodology, we chose the methodology that we thought 
was appropriate and that we thought was both verified by 
some private sector auditor firms and by the overall 
guidance from the federal government. 

I know the Provincial Auditor takes a different view- 
point, but there are two things I’d like to say about that. 
One is that we know that the Ministry of Finance, one of 
our central agencies, now is working on a draft policy, 
and we look very much forward to that coming out, 
which will guide all ministries in how we do this kind of 
methodology. So we look forward to the direction they 
will provide us in the future. 

Ms Martel: Deputy, what research did you rely on? 

~-Ms Rush: We did general research to begin. We then 
spoke with two audit firms and asked their opinion. We 
specifically asked their opinion, was this a methodology 
that was appropriate to what we were doing? Pricewater- 
houseCoopers said, “We feel it is reasonable to include a 





cost-of-capital cost element in an alternative service 
delivery business case.” 

Ernst and Young told us, “We believe the MTO 
approach of recognizing an opportunity-cost-of-capital 
component in the process of costing its use of equipment 
in area maintenance activity is an appropriate procedure.” 

And the Canadian Institute of Chartered Accountants, 
on outsourcing of government services: “Calculating the 
full cost of a service should include cost of capital associ- 
ated with the net assets used by that activity.” 

I quote those three, but it was that research and those 
kinds of opinions as indicated that verified that we indeed 
were using a valid cost accounting approach. 

Ms Martel: Did any of those three provide any 
disclaimers with respect to their comments? 

Ms Rush: They were asked for an opinion and their 
disclaimer was that they were giving opinion. They did 
not come in and audit our findings. 

Ms Martel: OK. Id like to ask the auditor some ques- 
tions in this regard. Mr Peters, you saw a copy of what 
the minister said in the House. Let me just ask you some 
general questions. You wouldn’t have done this audit 
yourself, but I’m assuming you had capable and com- 
petent staff who could do this on your behalf? 

Mr Peters: Yes, I did. 

Ms Martel: The experience of that staff in terms of 
doing value-for-money audits, in terms of following 
established accounting principles—I expect that experi- 
ence would be a number of years among the members of 
the audit team? 

Mr Peters: Absolutely. 

Ms Martel: Can you explain to this committee why it 
was that your audit staff made the comments they did 
with respect to how the ministry was approaching its 
work? 

Mr Peters: We did a careful audit of the numbers and 
essentially there was massive agreement on the cost 
elements that were in there, as to the nature of the 
elements. The amounts is where we differed in a number 
of instances from the ministry, and those were carefully 
discussed with ministry officials. Essentially, the re- 
sponse of the ministry afterwards was that they would 
reassess how they were putting these together and they 
accepted our concerns. The only exception was with 
regard to the way the financing costs on capital were 
calculated. 

I don’t know whether you want to get into that as a 
question, but the deputy has cited the two accounting 
firms they contacted and I’m prepared to comment on 
that. Do you want me to? 

1100 

Ms Martel: First of all, I'd like you just to outline to 
the committee why you had concerns about the financing 
costs. What are the specific concerns and why? Secondly, 
I would like some further explanation with respect to the 
opinions that were provided by the firms with respect to 
the methodology that was used by the ministry. 

Mr Peters: On the financing costs, we took the 
approach that the financing costs are normally based on 
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cash flows. We found that the assumption that was made 
by the ministry was that if highway maintenance were to 
be done by the ministry over the term of the contract 
under discussion, which was three and a half years, the 
ministry had, firstly, taken in all the proceeds on disposal 
or leasing the facilities and the equipment to the con- 
tractors who were taking over to determine whether there 
would be a benefit from the outsourcing, but at the same 
time had made the assumption that virtually on day one 
of the contract term the ministry itself would have to 
spend $13.8 million on equipment, and made then the 
further assumption that because they didn’t have to do 
that if they outsourced, they would have 5.3% interest on 
that $13.8 million as a saving over the term of the 
contract if they did it in-house. That’s what we disputed. 
We did not see the necessity for this, because we found 
and agreed with the ministry on the inclusion of about 
$4 million worth of equipment costs, renewing the 
existing equipment over the term of the contract. 

Ms Martel: That’s why you said in your report the 
ministry either double-counted or overestimated its own 
cost of equipment maintenance? 

Mr Peters: That was one factor. There were other 
factors where we disagreed on the amounts. For example, 
equipment maintenance: Their own records indicated that 
a six-ton truck, say, was at about a $6,400 maintenance 
cost a year, and yet the proposal included that if they did 
it in-house it would cost $10,000. When we questioned it, 
they said we used the wrong year and they came up with 
a new number that was $6,900, but still not the $10,000. 
So those were the things that we adjusted for in another 
context. 

As to the financing costs, we believe the financing 
costs should have been applied to the total cash flow 
difference between the two contracts, which was about 
$300,000, not to $13.8 million. 

Ms Martel: And the two firms that the ministry used 
to look at their methodology in your opinion agreed with 
the ministry’s methodology, or expressed concerns about 
what the ministry had done? 

Mr Peters: Well, let me answer it this way. If my 
office had been asked instead of these two firms, we 
probably would have given the same advice. We would 
have said, “These are the rules under which you can 
allocate capital.” But we would have also said what the 
two firms said, and that was—I quote Pricewaterhouse- 
Coopers, since the deputy has mentioned the names— 
“We have not audited the particular calculation as such, 
and offer no opinion as to the numerical accuracy of the 
calculation used.” So our difference with the ministry is 
really as to the numbers that were being used. 

Ms Martel: Just so I’m clear, what the firms provided 
was a general statement about how things should be 
applied, but they would not have had the opportunity or 
didn’t seem to have the opportunity to look at the actual 


~ numbers. 


Mr Peters: That’s right. How they “could” be applied 
is actually the word, because it’s all guidance. There are 
no prescriptive rules; they are just saying, “If you do it, 


you can do this or you can do that.” So they outlined the 
general framework within which that can be done. 

Ernst and Young opined that “without purporting to 
address the question of how the opportunity-cost-of- 
capital rate has been quantified in the issue, which we 
have not been asked to consider, we believe the MTO 
approach,” etc, is an appropriate procedure. In other 
words, what they said was you can apply the procedure. 
Where we are differing is that we said it could have been 
applied to the $300,000 difference between the overall 
cash flow, as opposed to the $13.8 million to which it 
was applied. 

Ms Martel: And one final question with respect to the 
$13.8-million figure which is in dispute in your report. 
Can you describe for the committee where that might 
have come from or why you have concerns with a 
$13.8-million figure? I’ll just read the line: “Nevertheless 
the ministry included financing cost of $2.3 million in its 
estimates, which it based on a cash flow reduction of 
$13.8 million from not buying the equipment.” 

Mr Peters: I'll ask Mr Fitzmaurice to make any 
comments on that. 

Mr Gerard Fitzmaurice: Yes, the $13.8 million is 
the replacement cost of the vehicles that the ministry 
owns, so they took each vehicle and calculated what it 
would cost to buy it brand new. Then they calculated the 
financing costs based on that amount, $13.8 million. 

Ms Martel: But it would be a bit of a false number, 
wouldn’t it? Because the ministry would not have to 
purchase all of this equipment overnight, in one fell 
Swoop, in one fiscal year even. 

Mr Fitzmaurice: That’s true. The actual cost of the 
vehicles, or the value of the vehicles, was in the neigh- 
bourhood of $4 million. 

Ms Martel: The value of the vehicles was in the order 
of $4 million, and the ministry estimated it would cost 
$13 million to replace them if they did it all at once? 

Mr Fitzmaurice: Yes. 

Ms Martel: But there was no reason to assume the 
ministry would have to do that all at once. 

Mr Fitzmaurice: They wouldn’t, no. 

Ms Martel: So there’s some reason to suspect why 
the figure went into the ministry’s evaluation of its poten- 
tial cost. 

Mr Peters: That’s the concern, because it was triple. 
It appeared three times. In other words, it appeared once 
as the basis for the financing costs of $13.8 million. It 
appeared in the evaluation of the ministry doing it in- 
house in terms of a $4-million depreciation charge over 
the term of the life of that equipment—in other words, 
depreciation equals replacement over the life of $4 mil- 
lion. And it appeared for a third time in terms of the 
proceeds of having disposed of all the equipment, or 
leased it, if they gave it to the private sector contractor. 
So we ended up taking it into account three times and, 
with the two, the financing costs providing savings, and 
then of course the proceeds on disposal providing 
Savings. 

Ms Martel: Thank you. 
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Deputy, you’ve heard some of the comments by the 
auditor and I’m wondering if you can explain to the 
committee then, first of all with respect to the auditor’s 
concerns about double-counting or overestimating, what 
your reply would be to the fact that both revenue was 
included and then potential costs were included as well. 

Ms Rush: As I understand it, the auditor removed the 
entire amount related to financing in his calculations, but 
didn’t offer other calculations in that regard. 

Again, we believed that we were interpreting the 
methodology used to bring that present value of the cost 
of capital financing back into these contracts that were 
proceeding for future years. We believed that this was an 
appropriate methodology. We believed that the acquisi- 
tion of capital by the contractors was a separate matter. 
As I say, we have a different opinion as to the appro- 
priateness. 

I think it’s very important to put this into context in 
terms of the savings that we have. When the Provincial 
Auditor was doing his work we were at the very begin- 
ning of the process of outsourcing these contracts. I think 
as you can see in the audit report, we have a difference 
from the first four contracts, using the methodology that 
we used and using the methodology that he used. 

We have now proceeded to almost fully outsourcing 
85% of the system. The value of what we’re talking 
about in terms of calculations, as we best understand the 
Provincial Auditor’s calculations, would have made a 
1.3% difference in terms of the variance. 

We have now had much more experience. We have 
tendered and awarded many more contracts. We have 
achieved the 5% savings that we indicated in our initia- 
tives we would do, irrespective of which methodology is 
used. The methodology that we used shows a higher 
number. The methodology, as we understand, that the 
Provincial Auditor would use shows a lower number, 
obviously, because he does have a different opinion. 

But we calculated, as best we can understand the 
calculations the Provincial Auditor would have put in, 
and believe, irrespective of the costing methodology 
used, that we are above the 5%, and the question is, by 
how much? 

Ms Martel: Just before I continue with the savings 
issue, did the two companies that you hired look at 
MTO’s actual figures, the same figures that the auditor 
looked at in his audit? 

1110 

Ms Rush: No, they didn’t. We were asking their 
opinion on our methodology. 

Ms Martel: They provided a general response with 
respect to how it might be applied? 

Ms Rush: Yes. 

Ms Martel: But they did not have a chance to look at 
MTO’s numbers to see how it was in fact applied. 

Ms Rush: They did not. 

Ms Martel: It would be a little bit difficult to argue 
that the two CA firms confirmed exactly the methodol- 
ogy that the ministry used and were in fact supportive of 
that methodology. 





Ms Rush: We believed they had at the time we had 
the discussion with them and asked the questions, but I 
concur that they did not actually go in and look at our 
calculations. We believed we were interpreting the meth- 
odological advice we were getting as being consistent 
with what we have done. 

I think this is a very important point for all govern- 
ment programs, because we’re going to continue, one 
presumes, doing this and retendering it. We have been in 
discussions with the Ministry of Finance, the office of the 
controller. I know they have a draft policy they’re work- 
ing on, and we look forward to the central agency 
providing us with direction as to which methodology 
they would like us to use in the future. But I believe it’s a 
very important point; I don’t dismiss it in the slightest. I 
am, though, pleased to report that it did not make a 
material difference in terms of achieving the cost 
objectives, but it’s one that I think we need to really get 
some closure on. I personally look forward to the Min- 
istry of Finance’s review and report so that we have some 
internal direction in this regard. 

Ms Martel: Can you guarantee to this committee that 
no further contracts will be let until such time as what I 
would consider to be the correct methodology is adopted 
by MTO? 

Ms Rush: No, I can’t. We will be continuing with the 
methodology that we’re using. We feel very comfortable 
in that. As I said, the Provincial Auditor was looking at 
what we had experienced at 20% outsourcing; we’re now 
at 85% outsourcing. We are achieving the savings object- 
ives we indicated in our business case irrespective, of the 
methodology used. It does matter, but it is not of a con- 
sequence that would take us below our achieved target. 

Ms Martel: Deputy, you’re sure right it matters, quite 
tremendously, because the government continues to make 
the case that privatization is saving the taxpayers money. 
Based in part—I’m not even going to say in total—on the 
methodology you use, the auditor said very clearly, “Out- 
sourcing may ultimately result in a significant increase in 
the cost of highway maintenance for these contracts.” 
Part of what he was referring to was exactly what we’re 
trying to get at here this morning. Why would the min- 
istry continue with a methodology that has _ been 
effectively challenged in a very public way by the auditor 
and which in fact may lead to higher costs? Why would 
you continue to do that? 

Ms Rush: Because we have seen in the experience 
from the 20% to the 85% that we are indeed not going to 
higher costs. We have achieved the 5% savings. If we use 
the methodology we use, we go to a higher percentage of 
saving; if we use the methodology the Provincial Auditor 
believes is appropriate, we go to a greater saving, but 
both methodologies lead us to meeting our business case 
commitment, which was to save 5%. 

Ms Martel: The auditor also said, “We were informed 
that the estimated savings in the pilot district’—which 
contract ends. in the next two months—‘“were $900,000, 
but the ministry could not provide us with any docu- 
mentation to support its calculation.” Is that still the 
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case? Have you provided any information to the auditor 
to show how you arrived at savings of $900,000 in the 
pilot district? 

Ms Rush: This was the pilot area maintenance con- 
tract, the first one we did. We were able to provide 
documentation but we were not able to provide the detail 
that was appropriate. We certainly made sure about one 
of the very important and helpful comments the auditor 
made throughout this report, that from our very early 
times and our beginning part of this, we needed to pay 
much better attention to our record-keeping. So while we 
had the documentation of the calculations, at that point 
the ministry was undergoing significant change in both 
personnel and physical location and we were not able to 
retrieve all of the background calculations. But we did 
have the overall documents available. 

The Chair: We’ll have to leave it at that. The time has 
expired. The government members. 

Mr John Hastings (Etobicoke North): Welcome to 
the committee, folks. What I want to get started at first is 
to create the appropriate historical context for what MTO 
is doing today. My first question would concentrate on 
what specific business core functions MTO is carrying 
out today as contrasted to what it was doing in the more 
traditional manner, say, over the last five to 10 years. 

Ms Rush: You mean in an overall context? 

Mr Hastings: In an overall context. I know you 
weren’t there all those years. 

Ms Rush: The ministry’s core businesses now are 
provincial highway maintenance, transportation policy 
and planning, road user safety and business support. The 
two most significant changes in the ministry’s core 
businesses relate to the government’s initiative of local 
service realignment, where we are no longer in the direct 
provision of grants or subsidies to municipalities on a 
wide range of other transportation activities such as 
transit and municipal airports. Part of that same exercise 
realigned responsibilities for some of the highways and 
roads in Ontario. The municipal sector took some 5,000 
kilometres of highways that were no longer considered 
part of the provincial system. 

I guess the second-biggest change has been how we 
have been exercising those responsibilities—certainly 
making sure that our expenditures are solely related to 
those core businesses and finding the most efficient and 
effective delivery mechanisms that we could for them. 

Mr Hastings: While you weren’t there, what in your 
experience thus far would lead you to think that the new 
specific rationale for carrying out these core functions 
needed to be changed, instead of just continuing in the 
traditional manner? 

Ms Rush: | think it was clear from the experience in 
all jurisdictions, virtually, in North America and Europe 
that there were indeed more cost-effective and efficient 
ways of delivering programs. We were fortunate in the 
ministry that we had significant experience with the 
private sector. We had been doing capital construction 
through the private sector for a great deal of time and the 
ministry had already been doing contracting with the 


private sector in maintenance, significantly. So I think we 
had both direct information and by research of other 
jurisdictions that we could indeed configure a con- 
tracting-out tendering process that would protect both the 
public interest and achieve significant tax savings. So the 
ministry began, and it was before my time, in a series of 
teams to evaluate each one of those possibilities. 

Mr Hastings: Based on that range of analysis and 
scrutiny, this led us to where we are today in terms of 
alternate service delivery methodologies. 

My next question relates again—and I guess we’re 
going to go back over a lot of this ground today. To what 
extent, based on this research and analysis, did the 
ministry in fact arrive at using a managed outsource or 
area management maintenance contracting system to 
achieve the 5% that you are telling the committee has 
already been achieved in terms of the new arrangements? 

Ms Rush: The ministry began with a very extensive 
business case which it took to Management Board late in 
1995 or early in 1996, and in that business case analysis 
went through the best review, without experience, that 
they could of the possible opportunities that could be 
presented by, at that point, three forms of outsourcing. It 
was all based on estimates. It was based on the best 
understanding of the marketplace that we had and in- 
dicated that there were many possible ways to approach 
this. 

The ministry also put a great premise on risk, because 
we didn’t know things. So if we didn’t know things, we’d 
put a risk factor into what would happen in terms of the 
financial consequences of this. It was also clear that, in 
all of this activity, safety was the first priority. The 
maintenance standards were not going to be changed, 
they were not going to be reduced, and we were going to 
ensure through this whole exercise that we would have 
appropriate quality assurance built in. The ministry then 
began by saying, “Let’s have two pilots in a couple of 
areas of the province and learn what’s going on.” 
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In between that, there were some labour relations 
issues that were ultimately settled in the collective agree- 
ment process that caused some pause in that rollout. 
From those early experiences, the ministry came up with 
a new approach that was ultimately put forward to 
Management Board in March 1999, in that rather than 
test these two options and pick one, it came to be very 
apparent to us that we thought the best option was to 
blend both of them. 

This was based on the experience of actually the 
bidding we were getting, the number of bidders, the kinds 
of prices that were possible, the interest in the industry, 
and a recognition by us that one of the things we quite 
certainly wanted to avoid was circumstances in other 
jurisdictions where, having outsourced very quickly and 
in very large contracts, they found at the next round that 
they were not getting competitive prices and competitive 
bids. 

So we very much wanted to structure an approach 
which blended managed outsourcing, which allows many 
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smaller contracts to participate so that they could keep in 
the business, keep healthy, keep competing, and also 
allowed for the efficiencies of larger contracts in the area 
maintenance contract, which was a more comprehensive 
form of outsourcing. 

It was our feeling after those experiences with our 
early contracts of both types that we should keep them 
both in and therefore what we would do is look at the 
local conditions, both in terms of the geographic areas 
and in terms of the marketplace conditions, and pick a 
selection of alternatives that would give us this blended 
approach. I am very pleased to indicate that we are 
getting on average six bidders per contract, which I think 
speaks very well to the kind of competition. 

In the area maintenance outsourcing part itself, we’ ve 
got nine separate companies that have won these par- 
ticular bids. So it was really how we could achieve the 
cost-efficiencies we were looking for, assure ourselves 
that standards were going to be met, and also know that 
in the long term we had a sustainable system where we 
had enough players in the business and we felt we would 
have the appropriate conditions for continuing com- 
petition over time so that we’d continue to have very 
good bids in the future. 

Mr Hastings: In terms of the expectations of MTO, 
do you believe that you have achieved the 5% targeted 
savings in all of the contracts that have been let? 

Ms Rush: We have averaged all of the contracts. We 
have achieved over 5% in terms of the contracts them- 
selves. 

The contracts in and of themselves vary. Some have 
achieved more savings and some have achieved less 
savings. All of the area maintenance contracts have 
achieved positive savings, and most of the managed 
outsourcings. There are some very small ones where 
there were tailed-off parts that weren’t as profitable as 
others, and that was indicated in our business case, that 
when you do something like that you might find one or 
two small areas. But yes, we are assured, whichever 
methodology is to be used, that we are indeed above the 
5%, and we are still not finished. 

Mr Hastings: To what extent were there examples, 
going though this exercise, where MTO did not award 
contracts based on the bids submitted? 

Ms Rush: Thank you for that question. That was a 
very important part of our commitment to both safety and 
cost-efficiency. I believe there were four incidents, four 
or eight contracts and awards, that were not awarded 
when the ministry received prices that were bids that 
were not going to achieve the savings that we indicated 
we wanted, and we were very clear with the industry that 
there would not be an award. This occurred in the 
Toronto area, and I believe it occurred in a couple of 
instances in the north. 

Mr Hastings: By larger bidders or by combined 
consortia groups? 

Ms Rush: They were a combination of some consortia 
and some single bidders. I just have the number here 


before me now. There were eight contracts that were not 
awarded because the bid prices did not provide value. 

Mr Hastings: One of the key issues this committee is 
going to have to come to grips with, and it has already 
been expressed through Mr Gravelle’s motion, is that 
there is this general contention that when you change 
your methodology of providing service in terms of 
maintenance contracts—that you have to keep with the 
same traditional approach, which is certainly evident in 
his motion, and if you go to any type of different method- 
ology, area maintenance contracts or outsource manage- 
ment, you are going to end up with major problems of 
increased risk situations; that is, the potential for 
accidents, for unfortunate tragedies, for deaths in some 
instances, on our highways. One death on any highway of 
the provincial highway system or the municipal system is 
quite unacceptable. 

My question is this: To what extent, if any, is there 
evidence from your particular research at the beginning 
of this whole exercise and scrutiny thereof, in going 
through with outsource management or area maintenance 
contracts, that you have failed to maintain maintenance 
standards, that you have in any sense risked public safety 
in going to an alternative delivery system instead of 
retaining the traditional approach? That’s going to be a 
core issue today. I would like to know if there has been 
any evidence of that, and, if there is, what would con- 
stitute that evidence. 

My second question would be, to what extent do you 
yourself or your staff feel that by using a different 
method of delivery of service for maintenance contracts 
you jeopardize public safety or any of its associated 
dimensions? I’d like to know how you can answer that 
question generally and specifically. 

Ms Rush: The men and women of the Ministry of 
Transportation are actually—and I will use the word— 
quite passionate in the field of safety. We are committed 
to ensuring public safety; it’s one of our core functions, 
and it is a matter we take very seriously. 

On an overall measure, we know that what we have 
done in total in Ontario is making a difference in a 
positive sense in highway safety. We have a public 
performance measure that we will be among the top 10 
safest jurisdictions in North America, and I’m very 
pleased to tell you that we are in the top four. So, in total, 
everything we are doing seems to be making some 
difference. The latest overall statistics we have show that 
the death rate from vehicle accidents in Ontario is as low 
as it was in 1950. That’s from a combination of all kinds 
of things. 

But let me back up specifically to alternate service 
delivery. One of the things that I think the ministry spent 
a great deal of time and attention on was making sure the 
tendering process did two things. One was to specifically 
give clear and very well presented contracts that indica- 
ted to the contractors exactly the standards they would 
maintain. I assure you these standards were not changed 
from ministry standards. So in the tendering and con- 
tracting process itself there was an indication of what was 
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going to have to be achieved, and it was identical from 
the ministry’s point of view. 

Any bidder who comes in to participate in that bid first 
of all has to go through a double-envelope tendering 
process. There is a qualification process, that they are 
financially qualified to participate but that they are also 
technically qualified. If they cannot meet the score of 
competence on a number of technical scales, which are 
all evaluated, we don’t even open the price envelope. We 
start from the bottom up in terms of assuring public 
safety. We have contracts that have very explicit, clear 
ministry standards in them, and we have a way of looking 
at that methodology so that we come up with an appro- 
priate quality of contractors to begin with. 

Then our job is one of quality assurance. That quality 
assurance takes two forms. In an area maintenance con- 
tract form, the patrolling, which was one of the tradi- 
tional jobs of the ministry, is performed by the area 
maintenance contractors. 
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What we have done is we have ministry staff now 
doing a quality assurance role that constitutes a number 
of things. One is direct driving on the highway to ensure, 
on a spot-check basis, on a regular basis, that they are 
indeed doing what they said they’d do, and a number of 
management information systems, incident reports, allow 
us to monitor that they are doing the job according to the 
standards. 

Our belief is if you have the right standards, which we 
believe we have, if those standards are well and clearly 
described in a contract, if you have a system that properly 
screens and looks at the technical competence of your 
contractors and the contractors therefore are monitored 
on the spot with audits by individuals who have a 
responsibility for quality assurance, and that information 
is collected and used, penalties are in place in the con- 
tract for any abuse and penalties are severe, financial and 
they can ultimately, as I said in my remarks, lead to a 
cancellation of the contract and an inability to bid on 
future business—those were all measures we put through 
in the program design of how we were going to ensure 
the very thing you’re talking about: that the private sector 
was going to be able to perform all forms of main- 
tenance—and I know winter maintenance is of particular 
concern—to the same standard as the Ministry of Trans- 
portation. 

I should again point out we’ve been using private 
contractors in some regard since the 1970s. So sometimes 
what people think was direct ministry service in the past 
was also contracted-out service. 

Mr Hastings: In going down this route of alternate 
service delivery, whether it’s managed outsourcing or 
area maintenance contracts, in your research, in talking 
with the other jurisdictions—states and provinces, I 
assume? 

Ms Rush: Yes. 

Mr Hastings: Did you find, in any reports, in any 
letters or in any verbal discussions, however those are 
arranged, that the alternate service delivery system, 


whether it be managed outsourcing or area maintenance 
contracts, exclusively contributed in any way, shape or 
form to what is in Mr Gravelle’s motion and the general 
contention that’s out there in some of the media that this 
particular approach makes public highways less safe, and 
all the consequent dimensions to that? Is there any 
evidence anywhere that would sustain that thesis? That’s 
my point. 

Ms Rush: Not that I’m aware of. Most of the 
research—helpful, best practice hints we got from other 
jurisdictions—was about how to make sure you maintain 
competition and keep costs under control. Carl Hennum 
was directly involved in some of that research, and 
perhaps he could add something. 

Mr Carl Hennum: In 1995, prior to initiating this 
outsourcing process, we had very extensive consultations 
with a number of other agencies, not just in Canada but 
also in other countries in the world, particularly Europe, 
with the same climate that we have here in Canada. Of 
course, we found what we expected to find: that these 
highway agencies cannot afford either to compromise on 
safety. So they also have a safety assurance process in 
place, the way we have, in order to make sure that there 
is no detrimental effect of the outsourcing. They’ ve done 
that very effectively, as I think you learned we have. 

So there is no evidence; we have no indications from 
the other people who have been in this business that 
safety has been compromised. 

The Chair: Mr Hastings, your time is up. Before I 
turn to Mr Gravelle, Mr Peters wanted to make a com- 
ment. Do you still want to make that, sir? 

Mr Peters: Yes, if I may. The pilot contract is 
expiring on, I believe, April 30, 2000. I presume there’s 
an exercise going on in the ministry right now to evaluate 
the performance of the contractor for the purpose of 
whether it is to be renewed or not. Maybe it has already 
been reviewed. But since we have this controversy on the 
financing and financing costs, and certainly to assist the 
Ministry of Finance to come up with a good rule, have 
you carried out an evaluation as to how much financing 
cost the pilot has actually saved the government? 

Ms Rush: I don’t believe we’ve done that specifically, 
but we are in the process of looking at all the material 
now. But I believe their contract has an extension. 

Interjection. 

Ms Rush: The person who is doing it has just told us 
that, yes, we have. So yes, we have looked at that. But 
this particular contract has a two-year extension as a 
possibility in the contract. 

Mr Peters: OK. Thank you. 

Mr Gravelle: May I say at the outset that I think 
we’re a little disappointed that the minister, Mr Turnbull, 
didn’t show up himself. This obviously is a very import- 
ant discussion we are having today, and the auditor’s 
report has shown us a number of concerns that we should 
have. 

May I also say, with all due respect, Deputy Rush, that 
what seems to be coming across very clearly is that you 
are committed to going forward with the continued 
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privatization regardless of some clear evidence that 
emerges that the savings may not be in place. Indeed, I 
appreciate Mr Hastings acknowledging potential risks to 
drivers’ safety. That is really why I put this motion 
forward. We have, again, clear evidence that the savings 
are not there, although you disagree. The auditor has 
clearly made a good case that you should not be in- 
cluding, obviously, the financing charges as part of that. 
So you’re committed to that, and I have some concerns 
that you just walked into that; that’s the commitment. 

Let me begin my questioning, though—and that’s why 
I put the motion forward. Also, as you may know, I did 
write the minister and the Premier asking for an 
independent review to be initiated by the ministry, which 
was turned down, which again is why I moved to the 
position of putting this motion forward. I think we all 
have an obligation to make sure the public is safe driving. 
That’s the number one issue. Certainly in this province 
this past winter, in northwestern and northeastern 
Ontario, we’ve seen an extraordinary number of fatal- 
ities, well above what we have seen before, and there is 
great concern by municipalities. We just had a resolution 
passed by the township of Manitouwadge last night 
asking that there be a public inquiry, which they will be 
bringing forward to the Thunder Bay District Municipal 
League asking the ministry to do so. This is not an issue 
that is going to simply go away. We’ve had chambers of 
commerce express their concerns and ask that there be 
such a review. I know that Mayor Bob Krause of 
Schreiber has come forward with concerns about the 
changes and the difference of quality. So there are many, 
many reasons why I am putting that motion forward. 

Let me begin my questioning, if I may, by asking you 
about the pilot project. Normally speaking, when a pilot 
project is put forward, you have a set time that it is going 
to be put in place. You complete that process. You evalu- 
ate it. You do not move forward until the pilot project has 
been evaluated, there has been an impact analysis and 
there is an assessment of savings. 

I can give another example. The ministry, three years 
ago, put in an advance warning light on the Thunder Bay 
expressway, which I was delighted that the minister 
personally agreed to try on a pilot project basis. I tried 
many times to have an evaluation done in advance of the 
end of that three-year pilot project. No, they insisted on 
waiting until the three-year period was up to evaluate it. I 
didn’t necessarily agree, but I accepted that. That’s how 
pilot projects work. 

Can you explain to the committee why, then, you 
would not follow that procedure? It’s obviously one that 
makes sense. It’s what a pilot project is for. Can you 
explain why you would not complete the pilot project, do 
an analysis, and then on that basis move forward, rather 
than what you have done, which is to carry through and 
move forward on the privatization without that pilot 
project being evaluated? 

Ms Bush: I believe we were—I know we were— 
evaluating the pilot project as we were making our 
refinements in the business case that we took back to 


Management Board in March. It was on the basis of 
evaluating the pilot project of our first. AMCs. We were 
able to do that immediately as they started to do the 
work. We kept in very close touch with them. It was 
important to us to see what was happening in that 
particular area. So while we did not wait for the end of 
the period to do the formal evaluation, I think we were 
evaluating all along as to what was happening; as well, 
with the early efforts on managed outsourcing. 

More time, frankly, than I think we expected had gone 
by because of a very important labour relations issue. We 
also had the local service realignment. We actually had a 
period of time of close to a couple of years that we were 
not proceeding very quickly with this. So I believe there 
was adequate time for us to learn from the early experi- 
ences. As I said, that is the main reason we decided that 
we would be better off going with a blended approach 
than picking one form of outsourcing as opposed to the 
others. 
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Mr Gravelle: It’s interesting to know you certainly 
can evaluate a pilot project, then, if it suits your purpose. 
Obviously, it’s a pretty interesting approach to take, 
because one would think the purpose of a pilot project is 
to complete it and see, and also, we still have no 
authentication of the savings that were put forward in 
terms of the pilot project. Despite what you’ ve said, what 
has become incredibly clear is that the 5% savings that 
you said were there certainly aren’t there across the 
system, and that doesn’t address safety concerns, which 
are very real, and I’ll get to those in a more specific way 
later. 

Let me ask you about the blended approach. It was 
made very clear that managed outsourcing, if that was the 
route to go, was more likely to save money than the area 
maintenance contracts. It sounds like there’s some level 
of agreement that you have there, because you’ ve got this 
blended approach. 

If I may, I’m going to use the examples in my part of 
the province, because I’m perhaps more familiar with 
them. In Thunder Bay there was a move to full area 
maintenance contracts, and it was acknowledged by your 
ministry officials that indeed the tenders came back at 
four and a half times the cost of what the ministry itself 
could do it for. That was acknowledged publicly, 
actually. That’s a pretty extraordinary increase in costs. 

I’m finding it hard to understand how a blended 
approach would suddenly make that four and a half—I 
mean, that’s a lot of money, and you might not want to 
tell me what the costs would be. That’s an extraordinary 
thing to say, that now if we go to the blended approach, 
we can actually do it for less than what the ministry 
would do it for. Can you explain that? 

Ms Rush: I’d be delighted to. It was exactly the fact 
that in some cases, in some markets, where we went 
forward with a tender on an area maintenance contract, I 
don’t believe their estimates were that high, but they 
were certainly higher than we knew we could do the job 
for ourselves, so we didn’t award. The blended approach 
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allowed us to say, “We didn’t properly evaluate the local 
conditions in that market; let’s look at a difference 
configuration.” 

I think we’ ve protected the taxpayers well. We did not 
award. The industry got a very strong signal from us that 
we were not going to award bids that came in well above 
our own estimated cost. That was clearly not going to 
happen. But it speaks to a flexibility of having two ways 
of doing it. Sometimes, in the early times, this was a very 
new venture for both the ministry and the contractors. So 
one of the things that was clear, as everybody got some 
experience in terms of looking at our tender documents 
and knowing what they needed to tender on, and we had 
meetings afterwards with some of them to clarify that 
they knew exactly what there were supposed to be doing, 
was that it also gave us the opportunity in some cases to 
say, “That particular market condition, that particular 
local area, is perhaps better served, and we’ll both ensure 
safety and have a better outcome financially by going to 
a managed outsourcing.” 

It was exactly those experiences, sir, that led us to 
believe we should keep the flexibility of both options. 
We also found that the price variation was not as we had 
assumed it to be in 1995 before we started. So really it 
gave us the flexibility to make sure we were putting the 
right configuration forward for the marketplace and the 
conditions for that particular time. It also would allow us 
to make different changes in the future, but still out- 
sourcing and still providing safety. 

Mr Gravelle: I happen to believe that our highways 
and our provincial roads should continue to be main- 
tained by the public service. I happen to believe, and it’s 
becoming more and more clear, that it would probably 
cost us less with the public service because there’s more 
and more evidence being gathered that this indeed, the 
maintenance outsourcing or the blended approach, is 
going to cost more. 

We have the example in British Columbia. I’m curious 
as to whether you looked at that. You talked about the 
jurisdictions, but we know there was an accounting done 
of the privatization process there, and ultimately it was 
determined that it was costing about $100 million more 
to do it through this method rather than through the 
public service, and you’re using essentially the same 
methods they use. 

Ms Rush: I have to make a comment here. 

Mr Gravelle: I mean, there should be some lessons in 
that. Those are facts that are on the table, and you have 
not yet been able to provide the committee nor the 
auditor with any information that suggests other juris- 
dictions that would do the savings. I submit that’s not the 
major issue, but you’ re still basing it on that. 

Ms Rush: If I may, sir, it was exactly the British 
Columbia experience that led us to alter the approach. 
We did not do what British Columbia did. We learned a 
tremendous lesson from them and quite appreciated the 
fact that they were a case study for us to look at. What 
British Columbia did is move very quickly with rather 
large outsourcing activities, and they were the ones that 


found they hadn’t fostered competition when they went 
to re-bid. 

I think the Provincial Auditor was quite right in 
pointing that out as an important case. We had looked at 
their experience and did not want that experience in 
Ontario. What we were after, the reason for the blended 
approach and the reason we’re delighted with the number 
of different bidders, is that they’re allowing small com- 
panies and large companies to bid for these, as we are 
fostering competition out there. British Columbia was the 
most important jurisdiction we studied. 

I appreciate your comments, but I believe that what we 
have done is learn from that experience and made an 
Ontario solution that we’re very convinced will prevent 
us from being in that circumstance. 

Mr Gravelle: It seems to me that what you should 
have learned is that it may cost more. Have you accepted 
the possibility that it may cost more? Obviously we are in 
dispute about the savings. I think it’s pretty clear that the 
Savings aren’t there. I think the evidence is overwhelm- 
ingly there that the savings aren’t there, at least in terms 
of the four projects that were studied in advance. That’s 
why we want to have the auditor look at the whole 
process again. 

Will you accept that possibility, that indeed it may 
cost more? 

Ms Rush: I think it would be extremely unlikely with 
the evidence we have to date. As I said, when the 
Provincial Auditor was looking at these contracts they 
were in the very early days. I think the industry was still 
learning how to bid. The Provincial Auditor was looking 
at a circumstance where we had around 20% outsourced. 
Irrespective of the methodology used, we are confident 
that at 85% we have saved over the 5%. We also believe 
that by using this approach—the number of companies 
across the province which have bid, the opportunities we 
have for small companies to bid and give us good prices 
and efficiency, the opportunities for companies to 
become larger and provide more management services— 
we are very confident that we are creating, by the 
procurement and tendering processes we’re using, the 
kind of competition and competitive environment that 
will lead to continued cost savings. 

Mr Gravelle: I appreciate what you’re saying in terms 
of what you truly believe. What I hope is that your 
convictions about that, and also our disagreement that is 
the case, will give the government members on this 
committee confidence that they can support my motion, 
because obviously you will be confident that indeed the 
auditor would find out that what you’re saying is the 
case. I would hope that would encourage the members 
opposite to allow this independent review. Obviously the 
auditor would be the ideal person to do that, because you 
would believe he will confirm your beliefs, and this is a 
great way to do it. I would certainly welcome that 
support, based on that opportunity. Let’s find a way to 
settle this, folks, and that may be the only way. 

Let me discuss, if I may, some other issues related to 
the safety aspects. There has been a dispute for some 
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time about the quality of the maintenance. It’s been my 
contention quite frankly since the fall of 1995, when the 
government first came into power. One of the first things 
they did was announce a cut in the budget for main- 
tenance services back then and a decision that they were 
going to change the way maintenance was being done. 
I’m sure you’re going to tell me that their standards 
haven’t changed, or at least haven’t declined, but they 
certainly have changed. 

We know about the larger patrol areas which, again, 
the auditor identified very clearly as being potentially of 
some concern. I certainly have a lot of examples of the 
large patrol areas being of concern. There are a couple of 
issues here. I know that the Geraldton district—again 
going back into my part of the province—is a pretty large 
district to cover in terms of the patrols, going from Gorge 
Creek, just above Nipigon, right to the Thunder Bay- 
Cochrane boundary and up to Nakina. I understand that 
there have been occasions when one person is doing that; 
when there are days off and whatever situations occur, 
that indeed one person is doing that. I know that your 
regional director in northwestern Ontario would be aware 
of the extraordinary changes in weather that can take 
place over a short period of time. I think of the 
Beardmore area and how things can change. 

What we have is a situation, it appears, where you’ ve 
got one person, potentially, patrolling an extremely large 
area, having to go back and call in before the private 
contractors are even able to go out there. That obviously 
is aconcern. The auditor identified that as a concern. Is it 
a concern for you? Certainly it should be, it seems to me. 
Indeed, that’s one of the staffing issues. That doesn’t 
quite get to the whole question of monitoring the AMCs, 
but that is a real issue. It’s one of the reasons why we 
think there’s been an identifiable decline in maintenance 
by so many people. 

1150 

Ms Rush: Perhaps I could begin my answer by defin- 
ing a little bit the roles and responsibilities, who is re- 
sponsible for what on the roads. When we moved to area 
maintenance contracts first, the patrolling function was 
taken over by the area maintenance contract people. 

Mr Gravelle: I understand that. I’m talking about 
MOs right now. 

Ms Rush: But if I can say, the comments about the 
300- to 500-kilometre area relate to the area of an area 
maintenance contract. I believe some of the staff the 
Provincial Auditor spoke to at that time expressed their 
concern that that was too large as a patrol area. | think 
they were just coming to grips with the significant 
change to their own jobs, where they were no longer pro- 
viding the patrol function; they were providing the qual- 
ity assurance function. In talking with our staff today, I 
think they’re far more comfortable with— 

Mr Gravelle: But there is a situation up in the 
Geraldton district where indeed that is taking place, 
where there can be one person who is doing the entire 
patrol, which is about 600-plus kilometres. That being 
the case, clearly we can think in terms of how long it 


would take to do that and how the weather conditions 
could change. That strikes me as dangerous. That strikes 
me as making it more dangerous and that strikes me as a 
decline in service, in maintenance standards. 

Ms Rush: In managed outsource activity like 
Geraldton, it is our own people who are still doing the 
patrolling. 

Mr Gravelle: I appreciate that, but I’m saying that 
you haven’t got enough of them doing it. That’s part of 
the problem. They’ ve got to go out and report what the 
conditions are. If you’ve got one person doing a large 
patrol area who is going to call the private contractors 
out, and they are doing a massive, long patrol and they 
can’t get back for six or more hours, the weather condi- 
tions can change dramatically. That, to me, is a decline. 

Ms Rush: Perhaps I could ask the regional director to 
come forward and explain the communications capa- 
bilities in terms of getting that information. 

Mr Gravelle: I just want that specific area, if I could. 

Mr Larry Lambert: I’m Larry Lambert. I’m the 
regional director in northwestern Ontario. 

Mr Gravelle is quite correct that the vast majority of 
northwestern Ontario is under the MO form at this point, 
and in the MO form the patrolling function is provided 
by the ministry, as it was. 

The Chair: Just for the record, could you just explain 
what “MO” means. There may be people out there who 
don’t understand. 

Mr Lambert: It’s the managed outsource approach to 
winter maintenance. With that mechanism, the ministry 
does continue to provide the patrolling function in total. 
We provide patrollers, and in winter we have additional 
patrollers on. In the Geraldton area we do have a sub- 
stantial patrol length that is undertaken. We have stand- 
ards in place to determine the number of kilometres that a 
patroller can patrol and we hire additional seasonal staff 
to complement that, based on the area. 

Mr Gravelle: In the example that I gave, though, can 
that happen? Has it happened? I’ve been told it does 
happen: one person, because of various circumstances of 
staffing, doing the whole patrol area on a given day. 

Mr Lambert: I believe you used a figure of 600 
kilometres. That cannot be correct. 

Mr Gravelle: But one person could be asked to do the 
entire patrol area. 

Mr Lambert: One patroller is assigned during a given 
shift to the entire patrol, whatever the length of that is, 
and I will obtain the exact length of that for you. 

Mr Gravelle: OK. That’s my concern. 

There’s another issue that I want to get to. I’ve got two 
minutes; I’m very concerned about my time. There seems 
to be also a difference in quality that literally is visible to 
the eye in certain stretches of the highway. As I men- 
tioned earlier, Mayor Bob Krause of Schreiber has 
written the minister a letter about that, that you will drive 
one part of the section of the highway and it’s main- 
tained—it looks like it’s summer. You’re driving beauti- 
fully. You cross over the bridge, and suddenly you’re 
into conditions that are quite dangerous. I appreciate 
that’s because there may be different contractors doing it. 
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Interjection. 

Mr Gravelle: It’s absolutely the truth and it’s fact. So 
that’s a concern. 

The Chair: Did a government member say it’s a 
different riding? Did I hear that? 

Ms Mushinski: A Liberal riding. 

Mr Gravelle: I’ ve got a very big riding, members. 

What I want to pass on to the committee—and I’d like 
to show this to the ministry, but more specifically to the 
auditor, particularly if my motion is passed. This is a 
video that was taken by Mr Cecil O’Flaherty from 
Atikokan, passed on to my colleague in Thunder Bay- 
Atikokan, Lyn McLeod. This is a video of the road 
between Atikokan and Thunder Bay and it’s clear evid- 
ence of the difference in the conditions at various parts of 
the highway. That’s about a 200-kilometre stretch. It’s 
very interesting. That also suggests to us that there is a 
decline in standards. It’s visible changes in the quality of 
the maintenance as you go along. Weather conditions are 
quite the same in this particular case. So you go and you 
cross Over a certain area—that’s a concern, and that’s one 
of the issues that we think causes dangerous driving, one 
of the things that could cause accidents. You’re driving 
along with a certain mindset, and then you cross over the 
bridge and suddenly you’re into a different kind of 
driving condition. So I want to pass this video on to the 
committee. 

I have another video that actually—perhaps I’ll get to 
this in the afternoon—speaks to the need for us to four- 
lane the highway between Thunder Bay and Nipigon, 
something I’d love to ask the gentleman who is in charge 
of construction here about, as to why we are not moving 
forward more quickly on that. To us, many of the issues 
of safety could be resolved with a twinning of the 
highway between Thunder Bay and Nipigon, in fact, 
Thunder Bay and Shabaqua. When an accident takes 
place there—obviously this is the one way across the 
country—we are not able to get beyond that. As I say, 
when I have more time, or if you’ve got a moment now, 
I'd be curious about that. 

But I want to pass this on to you. That’s a major 
concern. I’ll be discussing it perhaps more this afternoon 
and maybe asking the other gentleman about the Thunder 
-Bay-Nipigon twinning plans and where they’re at and 
why we can’t move forward more quickly. 

The Chair: Any final comments before we recess? 

Ms Rush: No, thank you. 

The Chair: Then we’re recessed until 1:30. Thank 
you. 

The committee recessed from 1156 to 1333. 

The Chair: I’d like to call the committee back to 
order, please. 

Mr Gravelle: I just wanted to seek some clarification. 
I made reference to the video of the driving conditions 
between Atikokan and Thunder Bay, which I wish to 
pass on to the committee so they can look at it. I wonder 
if it’s possible to get a copy made of this so that it can 
also be passed on to the ministry for them to take a look 
at as well. 


The Chair: If you give it to the committee, then the 
clerk will make sure that a copy is made and forwarded 
to the ministry as well. I believe you made comments to 
both effects before the recess, actually. 

Mr Gravelle: That’s right. Thank you very much. 

The Chair: That will be done. 

Ms Martel, you have 20 minutes. 

Ms Martel: Deputy, I would like to return to this 
issue of methodology because, unless I’m mistaken, how 
the ministry uses its methodology and how the auditor 
would prefer you use it could result in very different 
outcomes financially, if you were applying your method- 
ology contract by contract. 

I clearly heard you say a couple of times in your 
responses that regardless of whatever methodology had 
been used, either yours or the auditor’s, there would have 
been savings. I’d like to go back to that, because in the 
auditor’s report on page 243 the auditor questions the 
methodology. We’ve gone through that already this 
morning. But he also says very clearly, “If all of these 
costs were factored out of the ministry’s estimates, 
outsourcing would result in estimated losses on three of 
the four contracts.” So I take from that that if his 
methodology was being used, the ministry would not 
have received the savings that you say you have; in fact, 
we would have seen significant losses on three of the 
four contracts. Can you respond to that? 

Ms Rush: Thank you for the question. That same page 
of the audit report also states that we would require 
significantly higher savings in order to achieve the 
overall, and that is indeed what took place, so that we 
have received higher and higher savings as the industry 
became interested and more competitive in their bid 
prices. We have indeed, as I indicated this morning, to 
the best of our ability recalculated the totals as we have 
them now at 85% outsourcing, and we have slightly more 
than 1% different savings by using the methodology 
suggested by the auditor and the methodology that we 
say, and both of those are over 5%. 

We did indicate that we were beginning the process at 
this point. These were the very early contracts. The 
experience for both us and the industry proved to get 
better and better through the contracting, and we have 
indeed, irrespective, as you say, of the methodology 
used, achieved greater than the 5%, which was our com- 
mitment in terms of the business case. 

Ms Martel: I just want to be clear: You are using your 
methodology for the other contracts that you’ve been 
dealing with. 

Ms Rush: Yes, we have. 

Ms Martel: You’ve said quite consistently to this 
committee that you’ve experienced over 5% savings. I 
wonder if you’d be prepared to table with this committee 
those data that would clearly prove to the committee and 
to the auditor that in fact the savings that you say have 
been achieved have been achieved. 

Ms Rush: Yes, I can indicate that on the totals from 
the contracts that we have today we’ve achieved, 
according to the way that we calculate the accounting 
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methodology on the cost of capital financing, 7.8%. It is 
slightly more than 1% less if we use, as we understand it, 
the auditor’s suggestion. 

Ms Martel: What data would it be that you would 
table with us to demonstrate those savings and how they 
were arrived at? 

Ms Rush: I would have to get back to the committee 
on that in terms of our ability to do that. We have some 
information confidentiality issues in terms of individual 
contracts, but I believe we could find a way to do it in 
summary tables that would be satisfactory. If we could 
work with the committee to do that, we’d be happy to do 
so. 

Ms Martel: I would like not just the total savings; I 
wonder if you can provide to us, contract by contract, 
the— 

Ms Rush: That I will need some clarification on and 
would work through the committee for that. As I say, 
given the competitive nature of the industry we have, part 
of our ability to keep competition in the marketplace is to 
make sure that our own estimate price is not known. That 
would be a way to ensure that we would not have a 
competitive market. But I believe there’s a way that we 
can meet your needs and have some appropriate data 
provided. 

Ms Martel: As a follow-up to that, the earlier concern 
raised by the auditor with respect to the estimated savings 
in the pilot district of $900,000 was that the ministry at 
the time of the audit could not provide the auditor’s staff 
with any documentation to support that. You said in an 
earlier response to me that you had that documentation 
now. Can you table that documentation with the com- 
mittee to show how that $900,000 saving was arrived at? 

Ms Rush: We had some documentation. I thought it 
was Clear this morning we had some documentation. We 
had the summary tables that we used. We do not have 
some of the background information. At that point the 
ministry was going through a very large change in both 
personnel and geography, and we cannot provide some of 
the detailed background. We can recreate some of the 
calculations, but again I would ask for clarification in 
terms of confidentiality. If we could work that through 
the committee in terms of a way to satisfy your interest 
and maintain the required commercial contract confid- 
entiality, we will provide you with what we can. 
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Ms Martel: When you say you have some docu- 
mentation now, was that ever provided to the auditor at 
the point of the audit? 

Ms Rush: I believe the auditor saw what we had, and 
they were summary tables. I believe what was missing 
were some of the background calculations. 

The Chair: Just so I am clear, when you say you can 
work that through the committee, if you don’t mind for 
just a minute, how do you propose to do this? Are you 
going to provide us with some of the information, or will 
you do this through the auditor’s office, or through the 
researcher’s capacity or abilities? 

Ms Rush: At your direction, sir, we would provide 
appropriate information to the members. 


Mr Bart Maves (Niagara Falls): Maybe that could 
be part of our discussion. 

The Chair: Okay, we’ll discuss that later. Thank you 
very much. Yes, go ahead. 

Ms Martel: Just so I’m clear, what you’re going to 
provide to us is something different than what was pro- 
vided to the auditor at the point of his audit. Is that 
correct? 

Ms Rush: The auditor is entitled, through his legis- 
lation, to look at all information. As I understand it, he 
keeps confidential those things that are part of the 
commercial reasons for confidentiality. 

Ms Martel: Sorry, I’ve not made myself clear. The 
concern in the audit was that the ministry could not 
provide the auditor with any documentation to support its 
calculation of a $900,000 saving. What I’m trying to get 
at is, the documentation you are offering to provide the 
committee now is in fact proof of the saving that was not 
provided to the auditor at the time of the audit. This is 
different information that you’re going to give us to 
substantiate a $900,000 saving? 

Ms Rush: No, the auditor had available access to what 
we had at the time. 

Ms Martel: Can I ask the auditor what was missing, 
then, which would lead you to say in your report that 
there was not the documentation to support the figure of 
$900,000 of savings? 

Mr Fitzmaurice: They gave us the contract bid price 
and their estimate, but they couldn’t support their estim- 
ate or give us a breakdown of the estimate. Certain tables 
are available, but we can’t tie those numbers into this 
$900,000. 

At the time, they said they could possibly recreate 
where this number came from, but we felt that wasn’t 
appropriate. We’d like to see where their calculation 
came from, how they calculated it, and follow that back 
to source documentation, which wasn’t available. They 
didn’t have it. There was a certain number, and we’d like 
a breakdown of that number and where this breakdown of 
these numbers came from. All they really had was a total 
number, and we couldn’t work it back from there. 

I’m sure there are tables available of maintenance 
costs at the time and things like that. Those things were 
available, but they can’t be tied into the ministry’s 
estimate. 

Ms Martel: Can I ask a question of the auditor as 
well, and then I'll ask the ministry: What information 
would you require to make a reasoned, legitimate estim- 
ate of whether or not the ministry is seeing any savings? 
What would you need to see in individual contracts that 
would convince you or give you comfort that in fact the 
savings the ministry is talking about are real savings? 

Mr Peters: What we would like to see is the—in 
particular we’re talking about the pilot right now. If you 
recall, at the pilot time the contract had already been 
granted. It had been in effect for some time. So when the 
original estimate of $900,000 was made, we just couldn’t 
find sufficient documentation to support the individual 
elements that made up the $900,000. 
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What we would like to see now, after the performance 
of the contract, which is expiring in two months, is the 
actual savings achieved over the term of the contract. The 
original estimate has now become almost a moot point. 
Now we have the actual time, so it would be worthwhile 
to have a calculation demonstrating what savings were 
achieved from the pilot over its life. 

Ms Martel: OK. Deputy, is that information that you 
can provide to this committee? 

Ms Rush: Again, I would have to seek some direction 
from counsel in terms of what’s commercial information 
which is covered by confidentiality through contract, and 
what is available information. This is covering a great 
deal of information, some of which is confidential by 
virtue of contract. I hope we can find a way to satisfy the 
concerns overall. But as I say, I can’t, without speaking 
to counsel and getting some direction, know exactly what 
information is releasable when you’re in a contract 
situation. 

Ms Martel: That responds to the specific pilot docu- 
ment. I continue to have ongoing concerns about what 
the differences in savings would be depending on what 
methodology would be used. 

Let me ask you a second question that’s not spe- 
cifically with respect to the pilot but the other contracts 
that have been signed to date. What would we need as 
data to determine whether or not the kinds of savings that 
the ministry is talking about could potentially be achiev- 
ed in the other contracts as well—not just the pilots, but 
the other contracts that have been signed—given the 
ministry has used their methodology and given you have 
expressed serious concerns about that? 

Mr Peters: It would be the same information that we 
had for the four contracts that we did review; that’s what 
we would be looking for. There we were able to look at 
all the elements, discuss all the elements with the min- 
istry and come to an agreement on the elements. On some 
we obviously disagreed, but at least there were data on 
which we could base an informed discussion of the 
estimates. 

Ms Martel: The information that you had allowed you 
to do that? It was sufficient to allow you to do that? 

Mr Peters: On the four contracts, definitely, we had 
sufficient information to enter into that discussion. 

Ms Martel: In terms of your review of the four 
contracts, are there obligations that you have with respect 
to the confidentiality of those four contracts? 

Mr Peters: The difficulty is—and maybe the deputy 
can correct me on that—from my office’s perspective, 
under our act we have access to all this information. I 
think the concern is making it public to the members. We 
could receive the information, interpret the information, 
report on the information to you, but the concern is 
giving the information directly to the members. 

Ms Martel: If nothing else, at least we could request 
- that you take a look at the other contracts, scrutinize them 
in the same way you did in the four pilots and come back 
to the committee—not using anyone’s name or any com- 
pany names—and give us your results with respect to 


what you perceive the actual savings to be on the re- 
mainder of the contracts that have been signed. We could 
do that, if nothing else. 

Mr Peters: If that’s the wish of the committee, that 
could be done. 

Ms Martel: That would be great. Thank you. 

I want to look next at some of the contracts that were 
let without tenders. This happened in two cases. Perhaps 
“tenders” is not the best word to use for one of these. But 
the auditor noted in two instances—one, in the sale of 
MTO assets, and secondly, in the tenders with respect to 
what you call preservation management contracts—Man- 
agement Board rules were not followed. In the case of the 
sale of MTO assets, those should have gone to public 
auction; they did not. It seems, from what the auditor 
pointed out, that would have been a contradiction of 
Management Board rules. Secondly, in the case of the 
management contracts for preservation work, a number 
of awards were made without going to tenders for the 
possibility of other contractors to apply. Can you tell us, 
Deputy, why in both of those cases an apparent contra- 
vention of Management Board rules occurred? 

Ms Rush: Yes, I'd be pleased to. In the case of the 
surplus assets, this was always intended to be the way 
area maintenance contracts in particular would be let. In 
the business case that we took forward to Management 
Board in 1995, we laid out a scenario where we thought 
it would be more cost-effective and we would ensure 
value for the taxpayers’ dollars by having these pieces of 
equipment as part of the area maintenance bid. So the 
competition part and the tendering bid, in our minds, 
were part of the area maintenance contract activity itself, 
because in the winning of that award they had the right to 
buy the surplus assets at market value. So we had 
protected the public interest, we believe, twice: once by 
having the bid actually included in something that was 
properly tendered, and secondly, by ensuring that that 
first right of refusal was indeed at market value. 

We did believe at the time that the business case 
approval by Management Board constituted the approval 
to proceed that way, because we felt we had made the 
argument that that was a very logical way to look after 
these particular assets. The logic of this for us was that 
these assets were usually the right configuration of equip- 
ment for the area being bid out, that they actually made 
sense in terms of where they were located and there was 
an overall collective efficiency and that if we had a 
tendering process through the area maintenance contract 
and we had a protection that that value would never be 
below market value, that was an appropriate way to go 
forward. 
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The Provincial Auditor pointed out to us that we had 
taken implicit direction from the business case to do that 
but had not sought explicit, and so we will correct that in 
the future. As I say, through this business case our intent 
was that it was tendered as one of the features for the 
area maintenance contract and the value would be at 
market value as a right of refusal. 
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Ms Martel: Before you move to the second one, just 
so I’m clear of the process, as part of the tender docu- 
ment itself the market value of the assets was listed as 
part of the RFP? 

Ms Rush: That’s correct. And they had a right of first 
opportunity of first refusal, if they chose to. 

Ms Martel: Depending on whether or not they already 
had the equipment itself. 

Ms Rush: The business logic to us was here you had 
work being done in one methodology that was about to 
move to another. Probably it was the right configuration 
of equipment if they didn’t have that, and it was also in 
the right place. So it made business sense. And, as I said, 
through the business case minute and permission, we did 
think that we had sought the appropriate approvals, and 
the Provincial Auditor is correct to suggest to us we get 
more explicit approvals. 

Ms Martel: Did any of these assets also include MTO 
buildings? 

Ms Rush: Patrol yards? No. 

Ms Martel: So strictly equipment. 

Ms Rush: It was strictly equipment. 

Ms Martel: Snowplows, graders. 

Ms Rush: Yes. 

Ms Martel: OK. The second case then, with respect to 
what the ministry would call a preservation management 
contract 

Ms Rush: I think it’s quite a similar circumstance. 
This was again a logical business element, we believe. If 
I could explain, from pure maintenance through to pre- 
servation maintenance through to capital is a bit of a 
gradation of just a little bit more work. We have, in our 
business, a time to go beyond a maintenance contract to a 
very small bit of preservation management. They’re 
small contracts. For example, if there were an area of 
potholing that was abnormal and needed to be dealt with 
quickly, and they were severe and they were beyond, that 
would be let out as a separate contract. 

Here we have people on the spot. This was in the 
tender document. Again, it was a right of first refusal, a 
right of first opportunity to do the work, only, though, if 
we felt the price they were offering was appropriate to 
the ministry estimate of the price. 

It is an attempt to get overall efficiency into this 
marketplace, recognizing the business interest, and we 
did something similar as in the surplus assets question. 
We did put this in the business case. We did take it 
forward as a way to proceed to Management Board. We 
felt that was the permission we needed, and I think the 
Provincial Auditor has pointed out we needed something 
more explicit. 

But I think what we’re after is fairness and efficiency. 
This was again a feature that was possible extra work for 
the area maintenance contracts winner. They knew that at 
the time of bidding. It was part of what they bid on. 
These are very small-valued contracts that make econ- 
omic sense to get going quickly. Again, we had a limit 
protection. We would not do this at above what the 
ministry knew to be its reasonable estimates. That was 


our intention. We thought the business case elements 
were well described. We did put it into the tender 
document. Again, what I believe the Provincial Auditor 
has pointed out to us is that we should obtain more 
explicit approval when we’re going to do something like 
that, and we appreciate that. 


Ms Martel: Deputy, it seems to fly in the face of your 
other stated intent, which is to ensure the competitiveness 
of the industry. You have cases where you would let an 
entire contract for area maintenance, which could be 
hundreds of kilometres, and not only would they get all 
the maintenance, then they might get the bridge work and 
other things that would go with it. So I’m having 
difficulty understanding how you would know whether or 
not you could have got a better price from smaller 
contractors if you had allowed that process actually to 
happen. 


Ms Rush: We were working on the assumption, in 
terms of the timeliness and the fact that again we had had 
an incredibly competitive process for the award origin- 
ally, that we were talking about small, extra pieces of 
work that are of relatively low value and actually are, 
therefore, somewhat more expensive to tender. As you 
know, the lower the value of the contract, the more cost 
for both parties to go through the tendering activity. This 
is in no way moving into all of preservation management. 
These are small contracts. They’re in the order of, where 
we have perhaps an area maintenance contract in many 
millions, extra work in a season of $100,000. It just goes 
into a different definition of work. So we do believe it 
was a more efficient way of doing it, and again our belief 
was that the competitive aspects of this were looked after 
while in the tender and we are still making sure that we 
are getting the work done at equal to or better than the 
ministry’s estimate of what the work would cost. 


Ms Martel: Deputy, I want to ask, has the ministry 
established any limit at all, an upper limit, on the amount 
of work you would give to any one contractor? 


Ms Rush: No, we have not done that. 


May I say that we did put that right into the contracts. 
Again, this is going back to 1995. We did not know at 
that point what the level of competition would be. We did 
not know at that point the level of interest or the 
sustainability of some of the interest, so we did put in a 
protection for ourselves. I believe the thinking at the time 
was wondering if the mergers that seemed to be 
occurring in every sector of the economy and across the 
globe would start to occur here and we would find 
ourselves in a circumstance where a company could 
dominate. I am pleased to say that we haven’t seen that 
occurring. As I say, we have nine different companies 
that have won. We do hold that right should we feel our 
fundamental principle of maintaining healthy competition 
starts to not look like it’s as strong as it should be. 

Ms Martel: So at this point you won’t have a limit 
and it will only come in effect if you think that com- 
petition is somehow being undercut, I guess is the best 
word I’m looking for; if it’s going to be at risk. 
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Ms Rush: If we felt that the competition of the 
industry were beginning to be at risk, we would seriously 
look at that. We don’t have a particular policy, but we did 
declare the right that we might want to in future. All of 
these things at the beginning were intended as pro- 
tections. 

As I said at the beginning, one of the great lessons we 
have learned by looking at other jurisdictions is that 
whatever you do in the methodologies you choose and in 
how you go out for your tendering and procurement, 
you’re always conscious that you don’t want just the best 
price today, you want an industry that’s going to have 
competitive possibilities in the longer term. 

Ms Martel: I want to ask you about safety. 

The Chair: We’re at about 22 or 23 minutes. Do you 
want me to lengthen each rotation a little bit? 

Interjections: No. 

The Chair: OK. Then we’ll turn it over to the 
government side. 

Ms Mushinski: Thank you, Mr Chairman. The audi- 
tor has indicated that provincial highway maintenance 
has increasingly shifted from an internal ministry oper- 
ation to obtaining private sector contractors, actually 
since the early 1980s. He goes on to say that it actually 
wasn’t until 1996 that the ministry developed alternative 
service delivery strategy by entering into a number of 
contracts with the private sector. 

Can you tell me if there were any strategies or busi- 
ness methods that were followed since 1980 or the early 
1980s when provincial highway maintenance was shift- 
ing from internal operation to private sector operation? 

Ms Rush: You’re talking about since the 1980s? 

Ms Mushinski: Yes. Were there any parameters in 
place, any best business practices that were introduced, 
as you proceeded into outsourcing roads maintenance in 
the early 1980s or in the late 1980s or early 1990s? Or 
was 1996 the first time that any business measures were 
actually developed in outsourcing roads maintenance? 

Ms Rush: Perhaps I can begin and Mr Hennum can 
continue. 

The use of outsourced services prior to 1995 was 
primarily for specific functions, so we would outsource 
for piling and spreading; we would outsource for elec- 
trical. We would outsource by function, and that was 
becoming more advantageous for us over time. That level 
that was actually in place in 1970 was increasing through 
the 1980s. 
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Ms Mushinkski: So outsourcing had clearly been 
identified by previous governments as being a preferred 
option in terms of saving costs? 

Ms Rush: Yes, I could presume so. 

Ms Mushinski: The auditor has identified a need to 
develop performance measures for summer and winter 
maintenance. I wonder if you could comment on that. For 
example, I know that previous governments had never 
actually developed performance measures for either 
winter or summer maintenance, and the auditor did 
express a concern that no performance measures had 


been developed for summer maintenance. Could you 
comment on his concerns? 

Ms Rush: The performance measures are of challenge 
to all jurisdictions that are trying to get better and better 
at the performance of their total services. What we are, I 
think, very good and proficient at is the creation of 
standards. The creation of standards, if you like, in any 
sort of hierarchy of how you measure yourself—the 
standards indicate from the best professional advice 
developed over time and let you know what level of 
activity is appropriate for what direct result in how you 
measure efficiency. 

When you come from the very top down, as I men- 
tioned this morning, if you want to look at an overall 
performance measure, one would look at things like, how 
do we know what we’re doing is efficient? How do we 
know that we’re increasing safety for the people of 
Ontario? I believe we’re getting very, very good at high- 
level, as I said. In 1995 we were the sixth safest juris- 
diction in North America. Three years later, we’re the 
fourth safest jurisdiction in North America. So you can 
have a very good public measure of how you’re doing in 
total. 

The challenge that’s being presented is, how do you 
take a particular set of activities, when you know there 
are many variables involved, and find performance meas- 
ures around how you're doing? We’re trying to fill in that 
middle ground. I think we’re more successful at this 
point on winter maintenance, as the Provincial Auditor 
pointed out. What we’re trying to do there, so that people 
indeed have a sense of what particular performance we 
should be able to accept, is that by class of highway we 
will be establishing an average time frame from a winter 
storm to when we can get to bare pavement. For a class 1 
freeway, we intend to establish a performance measure 
that nine times out of 10 we will be able to be at bare 
pavement in eight hours. Different standards or different 
performance measures will be applied to different classes 
of highway. 

Ms Mushinski: Within eight hours of the end of a 
storm? 

Ms Rush: Yes, within eight hours of the end of a 
storm. 

On summer maintenance, it’s very difficult to come up 
with a performance measure. In fact, when the Provincial 
Auditor made the comment, we ourselves had been 
struggling with this, and I can tell you we found no road 
authority in the world that has yet come up with an 
appropriate performance measure for the kinds of things 
that happened. 

Perhaps I can explain further. There’s a continuum of 
activity that occurs in maintaining a highway and keep- 
ing it in a good capital state. There’s the beginning parts 
of maintenance that we’re talking about in these con- 
tracts, into the preservation maintenance activity, into full 
preservation maintenance activity, into repaving very 
small bits, into resurfacing, into rehabilitation. In order to 
do that, you need to know whether you’re effective and 
you have good performance measures around what 
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you’re doing on that. But that sort of takes the continuum 
from maintenance right through to capital. On that score, 
I think we’re one of the leaders in the world in terms of 
the professional engineers who work for the ministry 
trying to figure out those techniques. 

Every year we come up with something called a pave- 
ment index. Every bridge and every roadway is inspected 
annually. It’s measured on a number of features, and 
every part will get something called a pavement index. 
That pavement index tells us the overall status of that 
piece of capital equipment, and that is the technological 
basis from which we build up the capital requirements for 
rehabilitation only. ; 

So we have pieces of this puzzle. I think we have 
pieces of this puzzle figured out very well. What we’re 
doing is working on second-generation systems of how 
we take all that information and turn it into better asset 
management techniques, so we actually are modelling 
constantly the performance of the pavement, and when 
and how we should be making the next investment. I 
guess the Provincial Auditor did refer to this a bit, but I 
am talking about a continuum from maintenance right 
through to capital. We’re working very hard to develop 
these measures. 

I think we have very good technical measures. I think 
we have a very good way of knowing how and when to 
trigger investment on the capital side. There is a logical 
relationship between the beginning parts of that spectrum 
of maintenance, obviously, of sealing cracks and grading 
shoulders, that both prolongs the life of an asset and 
makes it rideable and safe. Our difficulty is, how do you 
take that one piece and find a measure for it outside of all 
of the activities that have to take place? So we continue 
to work. If anybody finds one in another jurisdiction, 
we’ll be on the phone as soon as we can. But this is the 
struggle, how we indeed continue to measure ourselves. 
We are technically very proficient at that, we have very 
good high-level measures and we’re working very hard 
to fill in that middle range. 

Ms Mushinski: OK. Thank you. There seems to be 
some confusion around the role of rehabilitation versus 
maintenance in achieving system condition. It has been 
alluded to that perhaps with these new changes some of 
the patrol areas may be too large for proper quality 
monitoring. I wonder if you could comment on that and 
advise this committee what your ratio of staff per area is 
today vis-a-vis what it was before these monitoring 
systems were established and how the changes have 
occurred and affected safety, because I think this is the 
major criterion we’re talking about, in terms of the 
responsibilities of the patrollers. In other words, what are 
their responsibilities today vis-a-vis what they were, let’s 
say, five years ago, before this system was established? 

Ms Rush: I’ll ask the assistant deputy minister for 
operations to reply. 

Mr Hennum: The ratio between the numbers of 
people we have in the field now and the numbers we had 
before varies quite a bit from region_to region. Typically 
in an area like Chatham where you can get around fairly 


easily, we have a lower number than we will have up in 
the area which was referred to earlier, in Geraldton and 
the Nipigon area, where the distances are longer. So it 
varies quite a bit. Typically the area for what we now call 
a maintenance coordinator is about 300 kilometres per 
individual that they have to look after it. The important 
thing here is the changed responsibility that these people 
have. 

Overall, the work that we used to do is still being done 
out there. Depending on whether there’s a managed out- 
sourcing area or a maintenance contract area, the work is 
done by different people. For example, and it was re- 
ferred to earlier, in a maintenance contract area, the con- 
tractor does the patrolling as opposed to us doing it 
before the outsources. 

In the managed outsourcing areas, we are still doing 
the patrolling, so to speak. In the area maintenance con- 
tracts, some responsibility has changed from patrolling, 
finding the work, looking after the staff, keeping the 
detailed records and so on, to a role where we are in fact 
the auditors, monitors and quality assurance people. We 
manage the relationship between the contractors and 
ourselves. 

A lot of the previous responsibilities have been taken 
on, obviously, by the contractors in this area. That’s why 
in a lot of cases we can cover a larger area than we used 
to have per individual in the past. 

Mr Maves: In one of your statements, Deputy, when 
you were doing your presentation, you said MTO had 
traditionally outsourced. I’m just curious about that. For 
how many years has MTO outsourced road maintenance 
and construction? 
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Ms Rush: My understanding is that it started in the 
early 1970s. 

Mr Maves: Did it stop between the years 1985 and 
1995. 

Ms Rush: No, it did not. 

Mr Maves: So we continued to outsource main- 
tenance and construction in those years. Thank you. 

Interjection. 

Mr Maves: Sarcasm aside, Mr Cleary, one of the 
other questions Id like to know is— 

Ms Mushinski: I didn’t think he was sarcastic at all. 

Mr Maves: | didn’t know he was awake to even hear 
me. 

One of the other concerns I have is about the 33% 
increase in capital construction for MTO for roads from 
1992 to about 1998-99, yet the PCI index that you talked 
about has only gone from about 40% to 44%. I’m 
concerned that it appears there’s been an increase in 
funding over that time of almost 33%, yet the PCI has 
only gone up from 40% to 44% on roads in good condi- 
tion. 

Ms Rush: If I could explain, that’s actually not the 
PCI, that’s the number we used to derive those. The 
numbers that you’re looking at are what we used to call 
the percentage of roads in good condition. We found that 
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term singularly unhelpful to us, so we’re trying to find a 
better way to describe it. 

The statistics you’re quoting tell us what percentage of 
the road system requires major capital upgrades to it in a 
five-year period. The theory behind this is that an 
average highway lasts for 15 years. So if you wanted to 
have a constant capital program where you kept your 
stock in very good shape, you would have, at any point in 
time, 66% of your capital stock in very good condition. 
Then you know you’ ve got a costed five-year cycle. 

We had slipped—and the Provincial Auditor was 
extremely helpful in one of his earlier reports years ago 
in indicating that the capital stock was not in very good 
condition. We had below 40% at one point in time, where 
we had a huge gap in terms of capital that needed capital 
infusion in the next five years. I think it was quite visible, 
frankly, in the province of Ontario at that point. 

Since 1995 we have had record levels of investment in 
capital infrastructure. We have for the past three years 
had the largest ever spending on highway infrastructure 
in Ontario, so we have been able to move those numbers 
forward. 

I can take you to a measure we’re trying to introduce 
that we think is more helpful. It’s an optimal state of 
repair number, where it takes that 66% as 100%. With 
that investment, we’ ve moved from 59% now to 81%. So 
81% of the highways in Ontario are close to being in an 
optimal state of repair. We’ve made tremendous gains. 
On the old measure it would have been 54%. We’ve 
made tremendous gains that are quite evident. We’ve 
used the pavement index and other things to let us know 
where to invest in terms of highways that don’t need 
more capital infusion in the next five years. 

Mr Maves: Ms Mushinski talked about road safety 
briefly. You’re fourth in North America, I heard you say, 
in whatever measure is used. That’s improvement over 
the past five years? 

Ms Rush: It is an improvement. In 1995 we were 
sixth. 

Mr Maves: Also during your comments I believe I 
heard you say that you are continually reviewing high- 
way maintenance contracts on a regular basis. 

Ms Rush: Yes, we certainly look at the contracts. Are 
you talking about how they’re being executed? 

Mr Maves: Yes, that and I guess part (b) of that: 
you’re continuously reviewing the economics of your 
outsourcing activities. 

Ms Rush: Yes. 

Mr Maves: I believe you said that whether you utilize 
your methodology of calculating savings or the Provin- 
cial Auditor’s, either way you are achieving 5% or 
greater savings? 

Ms Rush: Yes, we are. 

Mr Maves: My understanding is that your inspection 
and monitoring of highway maintenance has actually in- 
creased because your inspectors have fewer other activ- 
ities to oversee so they’re spending more time actually 
doing monitoring. 


Ms Rush: I think the job functions have changed 
substantially for both parties. What we have is individ- 
uals now within the contracts doing what we’ve called 
the regular patrolling, and the patrolling is both a form of 
inspection and a way to call out when and where a 
particular maintenance activity has occurred. That activ- 
ity is still going on, on the same basis that it was before, 
just by different people in an area maintenance contract. 

What we have as well are maintenance coordinators 
whose job is quality assurance. They’re in touch with the 
contractors all the time. Part of their job as well is to 
make sure on some regular basis that they are ensuring 
that the work is being done. They combine that quality 
assurance and travelling the roads with the data and 
information they obtain on a regular basis from the con- 
tractor to make sure that indeed the contract’s being 
followed and therefore the standards are being met. 

Mr Maves: The auditor had some concern about the 
input of that data. Have you addressed that? 

Ms Rush: Yes, we have. The auditor again, coming in 
so early in this particular program, was very helpful to us 
in some cases, in particular the costing data. I think it’s 
called the district direct input system, or some such title. 
Again, we were simply too informal in the way we were 
collecting information. We hadn’t got standardized 
reports; we have created those and are now getting 
biweekly, regular updates. We’re glad that was pointed 
out so early in the process, so we’re now tracking 
through the data on a much more formal and regular 
basis. 

Mr Maves: Again, one thing I would like you to take 
one more shot at before I’m done is a bit of a clarification 
about measures—the PCI, which the auditor has talked 
about, and this other measure, optimal state of repair. 
Could you just clarify one more time? 

Ms Rush: Yes. Forgive me. As much as I use my 
hands, I’m not doing a good enough job of explaining it. 
I believe in the auditor’s report he is using what is called 
the percentage of road in good condition. That is the 
percentage that indicates whether the highway needs 
significant capital investment over the next five-year 
period. That is the measure that we’d now like to start 
talking about as an optimal state of repair, because 
perfect is 66% on that former measure. So if we take that 
measure to 100%, we would have an optimal state and 
we’d know how many are within that optimal state. 
That’s where we were at 81%. 

The pavement index I talked about is the way we 
assign a status value to each and every part of the 
highway system in Ontario to know what state it’s in. It 
can go down for a period of time and still not need 
capital repair because it hasn’t gone to the next category. 
Those are updated annually. 

We have a very good fit. This goes to knowing what 
we’re investing, why we’re investing it and making good 
investments. You can’t do that if you don’t have a 
common way of measuring the state of pavement, but 
you can have indices that can move for a while before 
they go into a category of needing repair. 
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Mr Maves: Are these measures generally accepted 
measures in most North American jurisdictions? 

Ms Rush: Yes, they are. The fact is, some of our 
professional engineers are well known among their peers 
as some of the best at putting this together. 

Mr Maves: Where would we rank on the state of our 
roads compared to some of the other provinces, especi- 
ally on the same indexes? Is that possible? 

Ms Rush: I can’t tell you, other than anecdotally. I 
believe that our roads now are certainly, from what I 
hear, in better condition than the Prairies and the Atlantic 
provinces. I don’t know if Carl would know. No, we 
don’t know that. 

As I say, one hears at the federal-provincial meetings 
if there are complaints about the state of their roads, but I 
think they’ve not made the investments that we’ ve made 
over the past few years to bring them up to standard. 

The Chair: That’s the time period right there, 22 
minutes. The auditor had a comment to make, and then 
I’]] turn it over to the opposition. 

Mr Peters: I’d just like to make a brief comment on 
this question of outsourcing. I think it’s a broad term. 
When we compare outsourcing—I think the deputy and I 
are in full agreement on that—there were specific con- 
tracts let all along. The government, in one way or 
another, and all ministries everywhere have engaged the 
private sector to do certain things. 

What we were auditing and what we are now talking 
about is that in 1995 the government actually gave a 
directive to the ministries to reassess the delivery mech- 
anisms of the service. What we were looking at is the 
delivery mechanisms that were established as a result of 
that direction. Also, as a result of this direction there 
were guiding principles then issued by Management 
Board. This ministry, for example, came back in 1996 
and said, “If we follow this direction that you have now 
given us, that’s how we would like to proceed.” 
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There are three kinds of contracts. There is the man- 
aged outsourcing contract—Deputy, feel free to jump in, 
if you will. The MO, or managed outsourcing, to some 
extent had been practised before. That was pretty well 
how you conducted business where you outsourced. The 
ministry retained a significant degree—in fact, all—of 
the responsibility for the quality. 

With the area maintenance contract, there was a lot 
more responsibility assumed by the contractor for the 
performance, and the ministry backed out further. 

In the area term contract, the ministry backed out even 
further on some of the additional work beyond the 
maintenance, if I interpret this correctly. 

So what we are talking about when we are saying 
“outsourcing” has been practised all along. But there was 
a dramatic shift in 1995 in the methodology in which 
outsourcing was carried out, and it was that shift to that 
new methodology that we were auditing in our report, 
and that’s what we have laid before you. 

The Chair: Any comments, Deputy? No? Mr Patten. 


Mr Richard Patten (Ottawa Centre): I want to come 
back to the area maintenance contract as well, and the 
diagram on page 243 of the auditor’s report, because I 
have not yet seen any resolution of the difference of 
opinion between the auditor’s and the ministry’s view of 
what legitimately constitutes what are savings. At the 
moment I can only go on—because I haven’t seen your 
books and I’m sure I won’t get a chance to see your 
books in any case, and even if I did, I probably wouldn’t 
understand them. 

The auditor says the ministry put things on that list in 
terms of assessing savings that were doubled-counted or 
“overestimated its own cost of equipment maintenance, 
service crews and miscellaneous expenditures.” Then I 
believe there was some comment this morning about 
considering recapitalization, using that as a full amount 
in your own column when you assessed the savings when 
you gave out a contract to someone else. 

That’s a pretty big spread, 0.3% in terms of the 
auditor’s estimate of savings, and the ministry’s, which is 
5.2%. Given this dispute, what would you say are the 
differences in that? Let me ask that, first of all. What are 
the differences between yourself and the auditor? What 
do you think the auditor is saying to you that isn’t 
legitimate? What do you think is legitimate and you 
disagree with the auditor on? 

Ms Rush: I think the auditor pointed out in his report 
that the areas we’re discussing are not direct costs. They 
all relate to the indirect costs, and they are the most 
difficult part of accounting and the most difficult part of 
cost methodology. You work back from the direct 
costs—those are difficult to get, but they’re easy to 
verify. You move back into overhead. At that particular 
point, the auditor pointed out that we were using over- 
head data that was out of date, so that’s one point of 
contention. In subsequent contracts we got much more 
current and put in appropriate overhead data. I should 
say, though, that that was all the data we had at the time 
of this contract. So that’s one particular area. 

The largest single one is the application of the cost-of- 
financing data, which I think we’ve discussed before. 
That is the largest single one. 

Mr Patten: Refinancing of estimates of capital? 

Ms Rush: I’m sorry? 

Mr Patten: The financing of? 

Ms Rush: Yes, the financing of capital equipment. If 
you're going to get out of the business that implies 
Owning and maintaining, depreciating and replenishing 
capital equipment—f that is now someone else’s issue— 
the question is, how do you account for that as a saving, 
to what level, under what methodology in your own 
calculation by business case, because that is now some- 
thing you’re not going to do? I do respect very much the 
complexity of this discussion. 

The next part of that is that these accounts are all 
across government. They’re not all within the Ministry of 
Transportation and they’re not all within the maintenance 
envelope, because you’re trying to track back, as all 
business case methodologies try to help you identify the 
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true and pure costs, from administration to overhead to 
the cost of capital. It was that long and torturous route 
that we were going down. So that’s the second area. 

There was another dispute on the cost of maintaining 
our own equipment. I think we’ ve settled the first and the 
last quite satisfactorily in our discussion with the auditor, 
and we have updated our information and we used the 
best available information going forward. We appreciated 
his advice. 

The cost of financing, I can only repeat: We did 
believe we were using the right methodology. We did 
seek out advice. We thought we were asking the right 
question and we thought we were interpreting the answer 
correctly. I am personally very pleased that the Ministry 
of Finance is going to be working on a policy for all of us 
in government, because this is a very difficult method- 
ological argument to come forward with on each and 
every project. I think we need to have an understanding, 
and I absolutely agree it’s important. I can say that our 
desire to proceed is on the basis that this is about, we 
think, 1.4% of what we’re talking about, and that we’re 
over our target of saving. The costs that we’re talking 
about are $1 million, $1.2 million, somewhere around 
there. We believe that we are meeting our commitment to 
save the 5% irrespective of the methodology used. 

Mr Patten: So if I interpret, you feel you’ ve moved 
closer to a model that’s acceptable when you use your 
comparison, except you disagree on one point—is that 
correct?—and that’s the recapitalization costs. 

Mr Peters: We have a tighter acid test on financing 
costs than was applied in this case. 

Mr Patten: So in applying the model that you 
suggest, you’re suggesting that’s gone to the finance 
committee and the finance committee is going to take a 
look at— 

Ms Rush: It’s the Ministry of Finance. 

Mr Patten: The Ministry of Finance, okay. 

Ms Rush: The office of the controller has begun a 
draft policy. They are taking a very serious look at this. 

Mr Patten: If there is a difference in the spread, it 
would be significant. 

Have you moved on extending, by the way, the pilots 
as of yet, or is that to be determined? 

Ms Rush: No, we have extended the pilot for the two- 
year period, as contemplated in the contract. 

Mr Patten: Okay, because this affects, according to 
this, 20% of the road networks, right? 

Ms Rush: Yes, but that ended. What the Provincial 
Auditor was talking about on that particular circumstance 
is—if life weren’t complicated enough—in the middle of 
our pilot project for the area maintenance contract, the 
overall set of decisions surrounding local service realign- 
ment and other highway transfers were made. We had 
obviously not known that at the time we signed the 
contract. While there was a provision in the contract for 
some changes, because highways do transfer over time, 
there was not a provision for the extent of the transfer 
that took place. So we had a contractual obligation to pay 
them, as. per the contract we signed, up until the 


extension point. We’re now back, as I think the auditor 
wished us to be, on the extended period for just the work 
being performed now with the lower number of highway 
kilometres. 

Mr Patten: I have one question that’s on another 
topic. I can recall sometimes, during the hottest days of 
the summer, driving from Toronto to Ottawa, where I 
live, and all of a sudden feeling something wrong with 
my car. I thought there was something wrong with the 
steering chassis. So I drove into a gas station and they 
said, “Well, people are driving in here all the time.” What 
it is are the marks that are made by the trailer trucks, 
literally imprinting on the road, that causes automobiles 
to feel like—because their tires would carry through the 
ruts made by the trailer trucks. 

What are you doing in terms of research on that? It 
seems to me that the biggest threat to feelings of safety, 
the sense of insecurity, certainly on the 401—more and 
more people I meet don’t want to drive it any more. In 
terms of costs to our roads because of these monster 
trucks, are you doing research on that? Do you have new 
figures? Are there trends coming up? Are there implica- 
tions for a change in licence fees for some of these 
operators that are going through, as opposed to rail? 
We’ ve ignored rail. 
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Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Raise the question of diesel fuel. 

Mr Patten: Whatever it is, yes. No, I’m not talking 
about diesel fuel. I’m just asking the question clear out in 
terms of what your finding is in the ministry. 

Ms Rush: I should say that the people we assembled 
here today aren’t exactly the people who would answer 
your question as well as could be, but perhaps Carl, who 
has long experience in the ministry, can answer for 
himself and some of his colleagues who are here. 

The Chair: I’m sure all of us have driven in those ruts 
before; somebody’s got an answer to it. 

Mr Hennum: |’m not sure what time you’ re referring 
to—is this recent or in the past?—but we have had, in the 
past, quite a lot of problems with what you are referring 
to, the roughing of the highway, the rough-mix asphalt 
pavements. Yes, we’ve done considerable research into 
the causes of this and what can be done to remedy the 
situation. I was hoping that the pavements we have been 
putting down on Highway 401 over the last little while 
would be much more resistant to that sort of thing. In 
fact, our experience is that we have pretty well been able 
to deal with the issue by putting more stone into the mix, 
using a different composition of the pavements and so 
on; heavy-duty binders and various other techniques that 
we are putting in place. 

We have done a lot of research. We’re relying a lot on 
the North American research community in that respect 
and we’re now putting down pavements that are right up 
there with the best of them, I would suggest to you. It is a 
concern to us because it can have problems, as you 
pointed out. 
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Mr Cleary: Deputy, we’ve heard a lot about technol- 
ogy and all the great things that the province is doing. I’d 
just like to know about the future of 138, which connects 
the International Bridge in Cornwall to the 417. The 
school bus drivers there are complaining bitterly. They’re 
supposed to run a safe vehicle and transport the children 
safely, and that road is so bad that it just about shakes the 
wheels off their buses. I would like your comments. 

The Chair: It’s number 138 and it runs directly north 
of Cornwall. You have to find it on a map, do you? We 
know where it is, in eastern Ontario. 

Ms Rush: Carl knows where everything is. 

Mr Cleary: Very heavily travelled. 

Ms Rush: We can get back to you on that. 

Mr Cleary: You’ll get back to me? 

Ms Rush: Yes. 

Mr Cleary: So you don’t know whether there’s any- 
thing in the plans for that now? I told them you were 
coming here today and I’m going to be meeting with 
them on Friday. 

Ms Rush: Well, I’m afraid we’re here to talk about 
the auditor’s report on maintenance outsourcing, but I’m 
sure someone can get you the information you want 
before your meeting on Friday. 

Mr Cleary: The auditor and I had talked about some 
of the roads that were not up to the standards. 

The other thing I want to mention to you is that in our 
area we’ve had a bunch of provincial highways down- 
loaded on to the local municipalities, and I would just 
like to read you the comments of a mayor in one of the 
municipalities I represent. He says, “If funding totally out 
of the local municipal rates for our roads and bridges, we 
would have to increase our taxes between $1,800, from 
the low, to $300,000 for the industrial and commercial on 
the high rate.” I’d just like your comments on that and 
about how municipalities are being downloaded on. 

Ms Rush: | have no comment on that, sir. 

Mr Cleary: No comment on that. OK. 

The other thing I’m going to ask you about then are 
the employees who have worked for the provincial gov- 
ernment and private enterprise took over. These em- 
ployees want to know about their termination pay. 
They’ ve been having a hard time, and this goes back to 
1998, 24 of them. 

Ms Rush: Again, if you could provide me with 
specific information, we’ll try to get you a reply. 

Mr Cleary: I can send you a package on everything. 
Thank you. 

Mr Gravelle: Dealing again with the cost, clearly 
there’s a very strong disagreement about the way the 
costs have been calculated in terms of what the auditor 
says and what you say. It just makes me wonder: There’s 
obviously a real possibility, which you might not accept, 
that this is going to cost a lot more than if it were actually 
being done by the public service. This brings in the 
question of why you didn’t wait until the pilot project 
was completed to do an evaluation? 

You made reference earlier this morning to the fact 
that the British Columbia model had helped you. One of 


the things you surely would have learned from the British 
Columbia model was that it made sense to complete the 
pilot project and evaluate it. Why didn’t you look at even 
going on a 50-50 basis? “We think this will save money,” 
is what you would say, obviously, and is what you’re 
submitting, but we recognize there are some risks 
involved. Rather than try and rush this through, as you’ ve 
clearly done, why didn’t you go to: “We’re going to do 
half the province or part of the province. We’ll look at it 
and do it’? That I think is what probably befuddles a lot 
of people. 

The safety aspect ultimately is the number one con- 
cern that we all have, but I need to ask that question: 
Why wouldn’t you look at that? That would seem to be a 
responsible, sensible thing to do. You’re going to an 
extraordinarily dramatic, different delivery method 
instead of calculating as you go along and evaluating. It’s 
going to be hard to go back. If you could respond to that, 
I'd be curious. 

Ms Rush: Thank you. I have a number of responses to 
that. I think many would disagree with the assertion that 
we went very quickly. In fact, many have accused us of 
going very slowly on this particular project. It’s at five 
years. We started this in 1995 and we’ll be finishing it in 
the year 2000, so this is a five-year program. 

Mr Gravelle: But we have such strong disagreements, 
Deputy, in terms of whether there are indeed savings, let 
alone the concerns about highway safety. 

Ms Rush: I would indicate that there may be a 
difference of opinion on the methodology of one cost 
element whose value is around $1.1 or $1.2 million on an 
activity worth just under $200 million. 

Mr Gravelle: Your savings are estimates. They’re not 
real savings; they’re estimates. 

Ms Rush: I believe that we have lump sum fixed 
contracts. We know what our costs are and we knew 
what our imputed costs were to do it. So I think we have 
prima facie evidence of the savings as we go forward 
with each and every contract. We know what our estim- 
ate of our costs were going to be. We have been in the 
estimating business for a long time as a ministry. We had 
to use all kinds of new techniques, and I recognize that 
this is right at the margin. There is some dispute about 
the methodology we used, but for the bulk of it we know 
what it would cost us to do the work. We have that 
internal information and we know what the bid prices 
were, and they are for a fixed sum. 

What can I say in answer to your question? We looked 
at the pilot experience. The fact is, we had some years 
where we were looking only at that as we were waiting 
for other matters to be clarified. We thoroughly looked at 
other jurisdictions and what they’d done, which I think is 
the same kind of evaluation and due diligence you would 
expect. We found it was working. We found it was 
working very well, and we found that where it wasn’t 
working, we had clear evidence—by that I mean where 
we did an award—that we had a way of going back into 
the marketplace. I think we proceeded prudently and we 
proceeded at a reasonable pace. I don’t think five years is 


24 FEVRIER 2000 


COMITE PERMANENT DES COMPTES PUBLICS 


P-175 





exceptional. That’s what we learned from other juris- 
dictions. I think they moved quite quickly. We learned 
from them; we learned from our early experience. 

Having declared an intent through a business case that 
we were going to do this, I think it was important for 
both the interest we created in competition, and for our 
own employees to have some certainty over their future, 
to start to proceed in a planned and logical manner how 
we were going to do that. If we did not see bids coming 
in that were advantageous, we did not accept them. We 
started to see, from the time the auditor was looking at 
the early contracts to now, greater and greater com- 
petition. We’ve seen more companies come to the fore. 
We had an average of six bids per AMC, six bidders, 
which is I think very good. We’ve had nine companies 
that have won. I think we are creating a competitive 
market. 
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Mr Gravelle: Even if you accept your methodology, 
though, you’re talking about one-time savings in a lot of 
cases. In terms of the equipment—say, the financing 
related to the equipment—you’re talking about one-time 
Savings. You take it out of the mix. There are so many 
other issues, we’re never going to have enough time to 
discuss all of this. 

I don’t want to be centred simply around the costs, 
although your whole argument or basis for doing this is 
cost savings. 

When you’re in the midst of a pilot project or begin- 
ning other ones, it’s certainly confusing to the average 
citizen. I think it’s probably pretty confusing to all of us, 
and I suspect that it’s confusing to your ministry staff 
too. It just seems to me it would have been a far more 
reasonable thing to look at it and say, “We think we want 
to go this way.” It’s certainly the right of a government to 
make those kinds of decisions, to change how they do 
things. But to not be responsible enough to at least go 
through a process to validate whether or not it made any 
sense to leave the option of returning to it—the question 
that I have now is, if it is determined that ultimately it 
costs more money, much like the British Columbia 
model, will you go back? And if so, how will you do it? 
If that ends up being the case, will you go back to the 
way it was done before, and how will you do that? 

Ms Rush: We were looking very seriously at the pilot 
cases. I think in the experience in Chatham, which was 
the first pilot, we saw exceptional quality in the level of 
service they were giving at a fixed cost. You said we had 
one-time savings. We also had one-time costs which 
won’t repeat. I think we’re seeing a very successful 
activity by using the innovation and creativity of the 
private sector. We hope they will look at all the innova- 
tive techniques and start proposing improvements to how 
we do maintenance. We’re very optimistic about the 
future. We believe we have created market conditions out 
there where we have adequate competition in the future, 
and we look forward to very positive results from the 
next round of bids. 

Mr Gravelle: Then I think we need to look at the 
safety issue, literally at the same moment. When you get 


beyond the cost discussion or the cost argument or 
whatever it is, then you get into the safety issue. It just 
seems to me that it’s very important to actually look at 
the video that I brought in. There are substantial differ- 
ences in the quality of maintenance on this particular 
stretch. 

There are obviously the concerns about the longer 
patrol areas, and there is clearly all across this province, 
whether it’s Ottawa—I know it’s an issue with Coun- 
cillor Munter in Ottawa and it has been an issue with 
many people in terms of the fact that you’ve got a 
number of people who four or five years ago didn’t feel 
that the quality of maintenance was in decline. There’s a 
recognition about the problems that are out there with 
winter conditions. We all know that. But when you’ve 
got the Northwestern Ontario Municipal Association, 
when you’ve got communities that are so terrified, when 
you have this increase of fatalities, it certainly opens up 
the possibility that the change in the way you’re doing 
this is having an impact potentially. That is why I put the 
motion forward that I hope to get support for. That strikes 
me as something where you say you’re just as committed 
to it, but can you recognize the possibility that some of 
these changes are having an impact in terms of safety on 
the roads? 

Ms Rush: Safety is our first priority. I don’t think 
you'd find a more committed group of people than the 
men and women in the Ministry of Transportation being 
concerned about safety. 

Mr Gravelle: I don’t argue about what you’re saying. 
What I’m saying is that there obviously have been some 
changes in the delivery. There is a very different process 
at play now that wasn’t there before we went into this 
process. If the possibility exists that some of this process 
and some of the changes and transitions, the fact that the 
patrols are longer, the fact that the ministry is ad- 
ministering in a different way—if the possibility exists 
that it’s having an impact on the maintenance, if it means 
it is taking longer, for example, for a patroller to get back 
to call in the contract, if that’s happening, and we believe 
it’s happening— 

Ms Rush: They call by radio from the cars. But 
perhaps I could ask the regional directors from the north 
to come. Going back to your question on patrol times, I 
think they have some answers to the questions you raised 
before, if we may, Mr Chair. 

The Chair: OK. We’l] get that the next time around. 
Perhaps this gentleman can answer the question and then 
we will go around again. Could you just answer the last 
question, sir, and could you identify yourself as well for 
Hansard. 

Mr Osmo Ramakko: Good afternoon. Thank you 
very much for the question. My name is Osmo Ramakko. 
I’m the regional director for the Ministry of 
Transportation’s northern region, which- encompasses 
much of the lands in northeastern Ontario. 

All Ontarians, including MTO staff, are deeply sad- 
dened, I can assure you, and quite concerned by each and 
every fatality that has occurred on a provincial highway 
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this year and indeed in all years. As you’ve heard our 
minister say on a number of occasions, road safety is the 
ministry’s number one priority. 

Accordingly, MTO will continue to place the highest 
priority on enhancing road safety, and this applies to each 
of our areas of responsibility, including winter highway 
maintenance. I know that some have suggested that fatal 
collisions are unusually high this winter in northern 
Ontario, or that these fatal collisions can be linked to the 
ministry’s outsourcing of highway maintenance. Those 
are myths that I would like to dispel today, because they 
really have no basis in fact. 

Our collision statistics tell us that, on a provincial 
basis, the total number of fatal collisions has fallen 
significantly over the past 10 years, by nearly half. In 
northern Ontario, there has also been a decline in fatal 
collisions. For example, in the late 1980s we experienced 
as many as 120 fatal collisions in a single year. In recent 
years, the total has been in the 70s, which clearly 
demonstrates a downward trend, and to help illustrate 
that I’d like to show you a graph. 

Mr Lambert: I’m Larry Lambert. I was previously 
introduced. 

This is a graph of the fatal collisions across northern 
Ontario for the past 15 years. As Mr Ramakko indicated, 
in the late 1980s we had serious levels of fatalities, and 
there’s a maximum here of 120 fatalities. In more recent 
years, at this point, the numbers are somewhere in the 
70s. The point he made is that over that period of time 
there was a downward trend—not a strong downward 
trend, but a real downward trend over that period of time. 
The demarcation that was made earlier in the day in 
terms of 1995 being a fundamental period in terms of a 
change in that trend is not correct. Of late, this trend has 
not moved upwards. 

Mr Ramakko: The majority of fatal collisions in 
northern Ontario occur during the summer months, and 
they have been declining over the past 15 years. The total 
number of winter-month fatal collisions over the last 15 
years has been essentially flat-lined; however, since 1993 
there has been a general downward trend in winter fatal 
collisions as well. Our statistics also tell us that there is 
no relationship between fatal collisions and the outsourc- 
ing of winter highway maintenance. In fact, we found 
that thus far this winter, those areas of northern Ontario 
that have been outsourced have not experienced an 
increase in fatal collisions in comparison to those areas 
still serviced by MTO staff. And we have another graph 
to help illustrate this. 

Mr Lambert: Again, this is all of northern Ontario. 
This is the current winter, which is not yet complete. But 
for the current winter at this point, the bars on this side 
represent the fatal collisions and the fatalities on 5,000 
kilometres of area that is under outsourcing of one type 
or another, either under the MOs or AMCs that were 
described. Over on the other side we have the area which 
is some 1,300 kilometres of conventional MTO operation 
to this point this winter. Clearly, the observation is that 
the area which is under outsourcing is not experiencing a 
worse year this year. 


The Chair: OK. Your time is up. I let it go an extra 
five minutes because we wanted to get all this informa- 
tion here, and we’ ll now turn to Ms Martel. 

Ms Martel: Actually, I’d like to ask which highways 
in northern Ontario are still under MTO highway main- 
tenance. 

Mr Ramakko: In the northern region, the north 
area— 

Ms Martel: When you take the northeast. 

Mr Ramakko: In northeastern Ontario, the North Bay 
area is still being serviced entirely by ministry staff, 
although recently an AMC was awarded for all of that 
area, and that will become effective on April 1, 2000. 

Ms Martel: Before you go further, what’s the number 
of kilometres that were being looked after by MTO staff 
in that case? 

Mr Ramakko: | don’t have that information with me, 
but I can provide that. 

Ms Martel: That would be helpful. Are there any 
other areas in the northeast where MTO staff are still 
looking after highway maintenance? 

Mr Ramakko: Yes. Currently our Huntsville district 
is entirely serviced by MTO staff as well. Parts of Hunts- 
ville district aren’t technically in northeastern Ontario, 
but they are in northern region. 

1450 

Ms Martel: Just so I’m clear, when you say they’re 
being looked after by MTO staff, MTO staff are doing all 
the work? They’ re doing the patrol work, the sanding, the 
grading and any contract work that has to be done with 
respect to sealing cracks etc? 

Mr Ramakko: Virtually, but not quite. In those areas 
that I described, there are some contractors hired to do 
some of the work. We do hire contract equipment to do 
some of the plowing, some of the salting and some of 
sanding. 

Ms Martel: Could you give us a balance of the per- 
centage between what’s being done by MTO staff and 
private contractors? 

Mr Ramakko: No, I don’t have that with me today. 

Ms Martel: If you could give us that, I think that 
would be helpful. Can you answer questions on the 
northwest or should Mr Lambert come forward? 

Larry, in the northwest district, then, however you 
define it, can you tell us which highways are still being 
maintained directly by MTO staff? Again, I’d like the 
same information. Is there a percentage even in those 
areas where MTO is doing the work and a percentage 
where private contractors are doing some of the work as 
well? 

Mr Lambert: Yes. It’s an easier system in the north- 
west. The northwest is Elliot Lake to Manitoba. In that 
area, the one area where the ministry is still under what 
we call conventional MTO operation is the Thunder Bay 
vicinity. There are approximately 900 kilometres of road 
centred northeast and west of Thunder Bay. I’m sorry, 
the number is 1,100, not 900. So there are 1,100 kilo- 
metres of that. The entire rest of the northwest is under 
the MO, the managed outsource mechanism. That’s about 
5,000 kilometres. 
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Ms Martel: Within the 1,100 kilometres still in and 
around Thunder Bay, that’s entirely, 100%, MTO work? 

Mr Lambert: In the 5,000 kilometres of managed 
outsource—I’m sorry— 

Ms Martel: No, sorry. In the 1,100 kilometres in and 
around Thunder Bay, which you said was still under 
conventional MTO, is there any percentage there of work 
being done by private contractors, or is all of that work 
being strictly done by MTO employees? 

Mr Lambert: Well, 100% of patrolling is done by 
MTO employees. Approximately 20% to 25% of the 
pieces of equipment are MTO; the rest are contractor. 

Ms Martel: When you say “patrolling,” I’m going to 
assume that’s going up and down the highway looking 
for problems. But the actual grading, sanding and plow- 
ing is being done by whom? 

Mr Lambert: The plow trucks and the spreader trucks 
are about 20% to 25% MTO, staffed by MTO employees 
at this point. The rest of them are contractor vehicles 
staffed by contractor staff. 

Ms Martel: So it would be fair to say in both cases in 
both regions that even in the area that you would define 
as conventional MTO, fairly significant portions of that, 
if I listened to you correctly, are actually being done by 
the private sector. 

Mr Lambert: Private sector contractors and private 
sector equipment are a large component of that piece we 
call conventional MTO, as has been the case beginning in 
the 1970s somewhere. By 1995, approximately 60% of 
the vehicles and the staff were of that nature, yes. Now 
it’s over 80% in those areas. 

Ms Martel: Another concern that was raised by the 
auditor had to do with the data that you compile looking 
at maintenance. The auditor has called this the ministry’s 
district direct input system. It’ll be a listing of all of the 
details, including hours worked by employees, the 
amount of sand, salt and material used—important in- 
dicators about maintenance. 

The concern that he raised was that there were no 
procedures in place requiring the ministry staff to verify 
the accuracy of the data that was now being inputted by 
contractors versus MTO staff. Can you tell the committee 
what action has been taken to resolve that situation. Can 
- you describe to us how that information is being verified 
once it’s inputted by contractors. 

Ms Rush: The ministry absolutely agreed with this 
recommendation. The importance of having accurate and 
reliable information was critical to us and our success. 
We were collecting it very informally at the time that the 
Provincial Auditor came in, so we responded quite quick- 
ly to his recommendations. We now have a formalized 
process. It does include periodic reviews. We monitor 
and verify the computer output by contractors on a bi- 
weekly basis. We’ve also instituted a program of formal 
audit, and one has already been completed, but we will 
be doing formal audits. So we appreciated this recom- 
mendation and moved on it very quickly. 

Ms Martel: Can I clarify what you mean by a 
“periodic review”? Is that in an individual MO, for 


example, one of your own staff going out and watching 
one day what one of the contractors is doing with respect 
to volumes? Is that what you mean by a review? 

Ms Rush: This is relating to area maintenance con- 
tracts, and Carl can answer. 

Mr Hennum: In the area maintenance contract is 
where we expect the contractor to input the data. 

Ms Martel: The only place it would apply. 

Mr Hennum: We go in and we check his data and we 
check what he’s doing in the field and we make sure that 
the information is accurate and correct. That’s done by 
our maintenance coordinators. 

In the MO area, of course that’s where we are still in 
charge of the business directly, and that’s where we pro- 
vide our own input to our information systems. We have 
our traditional methods for verifying the information that 
goes in. 

Ms Martel: You said that you have done one formal 
audit already. Was that of an individual contractor? Was 
it in a particular area? 

Ms Rush: One AMC, I believe. 

Ms Martel: Can you tell us what the results of that 
were? 

Ms Rush: We found no serious problems. 

Ms Martel: Let me then ask about the pilot project, 
Just to be sure that I heard correctly. The 1996 pilot 
project that was due to end in April, you have now con- 
firmed with the committee that that contract has been 
extended for another two-year period? 

Ms Rush: Yes. The tender for that was a three-year 
with a possibility of a two-year extension. 

Ms Martel: The two-year extension was done with 
the mutual consent of the ministry and the contractor? 

Ms Rush: As per the terms of the contract, yes. 

Ms Martel: I want to be clear about what evaluation 
was done by the ministry at the end of what I will call 
phase 1, before a determination was made by the ministry 
to extend the contract for another two years. What was 
the nature of your evaluation of the first three years of 
that contract? What did you look at? 

Ms Rush: First we looked at the quality of the service 
they were providing. In compliment to them and credit to 
them, I think they knew they were the pilot and per- 
formed an excellent quality of service, keeping up to the 
ministry standards. Carl, specifically can you add some 
more to the evaluation pieces? 

Mr Hennum: The evaluation or the reason for extend- 
ing the contract, the decision was made on the basis of 
the absence of any problems that we had with the 
contractor. He’d performed the work to standard. We had 
no significant problems with him, and in fact, as the 
deputy minister just said, he had in many cases exceeded 
the standards that we were requiring in the contract. We 
only had good experience with that contractor in that 
area. We had no reason not to proceed with an extension 
of the contract. 

Ms Martel: What I was more interested in was what 
the levels of savings achieved over the three years were 
and how that was evaluated and if it was evaluated. 
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Mr Hennum: I would emphasize what was said 
earlier. When we enter into a maintenance contract, it’s 
on the basis of a lump sum, fixed price for the contract 
period, so we know when we go in what we’re going to 
pay for the contract. What is signed off on the contract is 
basically the price we’re paying for the work out there. 

There are certain things that we did take out of the 
lump price because they’re unpredictable. In those cases, 
of course, we pay on a work order basis. We determine 
what is required or the contractor comes to us and says, 
“These things are required.” In each case, we approve of 
that work or disapprove, whatever the case may be, and it 
gets paid at a pre-set rate that is part of the original 
contract for that work. 

Ms Rush: Those exceptional costs would have 
occurred had we maintained the highway, though, as 
well, so they equal out in terms of any evaluation. 

Mr Hennum: As an example, there are the crash 
attenuated barrels and devices that we have on the high- 
way. It’s almost impossible to predict how many times 
these things are going to get hit, for example, and we 
know that they get hit on a frequent basis. We took those 
things out of the contract and we told the contractor: “We 
will pay you at a pre-set price. Tell us what you bid on 
that particular item and that’s the basis on which we will 
pay you throughout the contract term.” 

1500 

Ms Martel: Just so that I’m clear, the reason I’m 
getting at the savings is because this contract is the same 
contract that the auditor had questioned with respect to 
savings. The difference of opinion was in the order of 
$900,000. Is this the same contract? 

Ms Rush: Yes, but it was the documentation that was 
at issue. 

Ms Martel: Right. You’re going to undertake to see 
what you can provide us with so that we can all feel more 
comfortable that the savings were real. What concerns 
me is that certainly the auditor felt very strongly that 
there had been no documentation to substantiate those 
savings. The contract has now been extended for another 
two years with the same contractor, and I wonder if we’re 
not in the same boat, that ongoing savings can’t be sub- 
stantiated either. 

Ms Rush: What was available to the auditor, as was 
indicated, were the summary tables and the sheet. What 
we had been unable to produce were the worksheets that 
got us to those calculations. They knew the source mater- 
ial. We’re talking about a documentation problem, but 
the calculations were indeed put together on a methodol- 
ogy that the Provincial Auditor understands. That was a 
particular circumstance relating to both some massive 
personnel changes and some moving changes that we can 
no longer produce that document. But we know that the 
ministry estimate we had for that work being carried out 
and the price that we got in the bid have de facto given us 
those savings. 

Ms Martel: You’ve paid a lump sum and you’ve 
agreed to pay a lump sum payment now to this contractor 
for the next two years? 








Ms Rush: The contract has been extended for two 
years as per the terms of the original contract. That was 
always contemplated, three years with a two-year exten- 
sion. 

Ms Martel: Was there a change in price? We’ ve gone 
from three years to two, so I assume there would be. 

Ms Rush: There was the primary change in price 
because the highways that were transferred to the muni- 
cipalities in that period of time were substantial. That 
was pulled out, so obviously we would not continue to 
pay an unnecessary penalty. The price is substantially 
less because of that. 

Ms Martel: I wonder if I can make this request. I’m 
not sure what information or what kind of paper or 
documentation you have around the awarding—if that’s 
the right word to use—of the second contract, but I 
wonder if you would mind submitting that to the auditor 
so he can have a look at what the terms and conditions 
and details are of the second year of the two-year exten- 
sion for the pilot project. 7 

Ms Rush: We’re directed by the committee. 

Ms Martel: Mr Chair, if I might make a recom- 
mendation then that whatever documentation you have 
with respect to the two-year extension—data, informa- 
tion—if the auditor could have a look at that, I think that 
would be helpful for the committee. 

The Chair: It’s my understanding that if we want that 
done, we need a motion later on when we discuss it. 

Ms Martel: I’ve asked for a number of other bits of 
information, and we’ve not needed a motion. Why do I 
have to have a motion now for this? Is it because I’m 
requesting that you take a look at it? Is that why? 

Mr Peters: That’s right. Under section 17, I can 
accept assignments only on the motion of the committee. 

Ms Martel: Then [’1l first ask if it can be provided to 
this committee. If that doesn’t happen, then I will look to 
moving a motion in the future to do that. 

Going back to safety, some of the concerns that the 
auditor heard directly from ministry staff about patrol 
areas—this is something that Mr Gravelle has been talk- 
ing about, but I want to follow up further on it. 

Clearly, the auditor in his report said the following, 
“The maintenance contractors in the districts we visited 
stated that the areas patrolled were too large and there 
were insufficient staff to adequately monitor the work of 
the contractors.” I’m assuming he got that directly from 
discussions he had with people who were in the field and 
who were doing this. 

I want to ask you about your response, which was, 
“The ministry believes that staffing levels are appropriate 
to protect the ministry and the public.” 

It seems to me that the auditor probably talked to 
people on the ground who were delivering the service, 
talked about serious concerns they had with respect to 
patrol areas being too large, the ministry would want to 
address that. I didn’t feel that the response you gave 
attempted to address that concern at all. 

Ms Rush: I go back to the definitional question of 
what we’re talking about: patrol area, the quality assur- 
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ance area. At the time that the Provincial Auditor was 
discussing this, the whole change was very new to the 
ministry. A number of individuals were given new 
responsibilities—I think again it goes back to the passion 
they have for the work—and were expressing concerns 
about the size of the areas for which they were now 
responsible. At that point, their jobs were different and 
their jobs were new. The patrolling jobs they had done on 
a lesser area were now being done in the area main- 
tenance contract itself. So the staffing and the standards 
for patrols that some of these people used to do was now 
being done inside the contract, and those have not 
changed. 

I respect their concerns, but when they were trained 
and I think realized their job was not direct patrolling but 
one of quality assurance and oversight—so this isn’t 
doing the job that we just hired someone to do; this is a 
quality assurance job, that you have appropriate, periodic 
ability to assure yourself that the work is taking place. It 
is legitimate to have a larger area than an actual direct 
patrol. So these people are not doing the patrolling as it 
was done in the past. The people are maintenance 
coordinators, and they are now doing quality assurance. I 
believe the Provincial Auditor talked to them and they 
expressed concerns. I believe their concerns were more 
reflective of the work they used to do in the direct patrol. 
We certainly hope, with the training they’ ve got on their 
new responsibilities, that they are more comfortable. 
We’re certainly comfortable that the quality assurance 
territories are appropriate in size. 

Ms Martel: Can you define for me—maybe this is the 
problem I’m having—what you think is the difference 
between quality assurance work and direct patrol? 

Ms Rush: The direct patrols are the individuals who 
are out there driving the highways on regular, fixed inter- 
vals in winter, looking at the actual condition of the 
highway. They’re patrolling for problems; they’re patrol- 
ling for debris; they’re actually physically out there 
triggering specific maintenance activities. Those people 
are now in place inside the area maintenance contract. So 
patrolling is still taking place. 

In a managed outsourcing, the patrolling activity is 
still being placed by the ministry. The people— 

Ms Martel: Can I interrupt you there? In fact, those 
MTO staff wouldn’t be at MTO any more. 

Ms Rush: Not in an area maintenance contract. In a 
managed outsourcing, they are. Those are the two forms 
we have. 

What we kept for quality, for public safety, for our 
assurance that standards were being met, we created min- 
istry positions in areas where we have area maintenance 
contracts called maintenance coordinators. Their job is to 
make sure—they’re the oversight function. They’re the 
quality assurance function; they’re to make sure that the 
contractors are indeed doing the job that we have hired 
' them to do. So they’re not doing patrolling in the tradi- 
tional use of that term for us; they’re doing quality 
assurance. If you’re doing quality assurance, you have a 
very different role than the individuals doing patrolling. 


I should also point out that again this went to experi- 
ences in other jurisdictions. They did the same thing. 
When they went out on an area maintenance contract, 
they had the same notion of putting the patrol inside the 
contract so that the private sector contractor was doing 
the patrolling. They went to much higher areas for their 
quality assurance. We went lower. They went to 400 to 
420, 500; we’re around 300 and up in some cases. So we 
actually put in some cushion. We have smaller quality 
assurance. territories than do the other jurisdictions in 
Canada. 

Ms Martel: For your MOs? What’s happening there, 
because if your own staff— 

Ms Rush: MOs are back to the traditional patrolling 
function, so they have the traditional patrolling routes 
that we have always had. 

Ms Martel: OK. Just so I’m clear—this is a question 
for the auditor. The people you spoke with were people 
dealing only with AMCs, or was it also people who were 
doing patrol functions and MOs? 

Mr Peters: It was the pilot AMC. 

Ms Martel: OK. So you have not heard anything from 
your own staff who are doing patrolling and MOs that the 
number of kilometres they have would be too large for 
them to handle? 

Ms Rush: We continually look at the workload, so 
we’re adjusting them. I wouldn’t say that we haven’t 
figured, but we look in terms of staff feedback. As I think 
someone mentioned earlier, because the geography of 
Ontario is so different, the ability to patrol areas is not 
constant, but they are set to be reasonable. They’re set so 
that the staff can indeed do the work, and in winter, 
seasonal employees are hired to make sure that we’ve got 
backup and extra staff. 

1510 

Ms Martel: Can you tell me in how many cases 
penalties have been levied? 

Ms Rush: Yes, I can: 16. We have had 16 occurrences 
in which we have issued what we call demerit points, and 
demerit points lead to a financial penalty. 

Ms Martel: It’s a financial penalty? 

Ms Rush: Yes, at the beginning part. 

Ms Martel: The 16 occurrences span over what length 
of time? 

Ms Rush: If you can give me a minute. It’s since the 
start of the program, so since 1995. 

Ms Martel: Since the start of the pilot? 

Ms Rush: There are nine occurrences with 16 points. 
If you give us a moment, we’ll get to the right place. 
We’ll just see if we have that. Could we get you that 
information? I thought we had it with us, but we don’t. 

Ms Martel: Sure. That would be helpful. The one 
other issue the auditor raised in that area had to do with 
detailed records of monitoring and a concern that this 
was not being done. Can you tell us what reporting 
mechanism standards you put in place so that all of that 
information is now being gathered and monitored? 

Ms Rush: Yes. Indeed, it was another helpful sugges- 
tion by the Provincial Auditor. We were just entering 


P-180 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


24 FEBRUARY 2000 





ourselves into this new system. We were I think too 
informal, again, in our record-keeping. We have intro- 
duced revised standard diaries now that all of our 
employees must use. We have a work order record 
system. All of the staff have been trained, and we have a 
revised process that ensures not only that the records are 
kept and maintained but that they’re consistent now 
across the province. 

Ms Martel: Are they filed in some kind of prov- 
incial—I don’t want to use the word “provincial”’— 
ministry-wide database or is it done region by region? 

Ms Rush: I think they’re collected in the regions, but 
they’re consistent. So if we found a particular purpose, 
there’s a consistent format and process now. I believe, as 
we go in, we will have a database to evaluate things if we 
wish to from across the province. 

Ms Martel: Can you explain to me how your database 
works for contractors? Another concern that was raised 
was that, district by district, you wouldn’t know if you 
had had a good experience with a particular contractor or 
not, and there was an indication you were going to move 
to some kind of province-wide database to monitor that 
as well. 

Ms Rush: Yes. I think that’s an overall performance 
appraisal system. For years in the ministry we have had 
some form or other, and I think we’re getting more and 
more sophisticated, for consulting engineers and for 
contractors, in using systems so that we have a way of 
knowing overall the performance of certain contractors. 
If a contractor, for example, has had a serious difficulty 
on a contract with us, they have what they call a rating 
which will indicate the level at which we think they have 
shown a capability to do work for the ministry. That level 
sets the extent to which they can bid the next year, and 
they can be quite severe penalties or a severe diminish- 
ment or it can be quite minor, depending on that. We 
used to just exchange information internally in staff 
memos about particular maintenance contractors. We’re 
now going to adopt a formal central registry and we will 
be developing an appraisal system, as we have with the 
rest of Our major outsource part on the capital side, so 
that we will have the best information we can on each 
one of the contractors. 

Mr Gravelle: I certainly appreciated the statistics and 
the graphs that were brought up by the ministry officials. 
I would hope, though, that those statistics, such as they 
are, are not going to be the basis on which you would say 
there’s no reason for concern about whether or not the 
impact of the changes to the delivery and the changes to 
maintenance of our provincial highways would—that 
basically we should stop worrying about it because of the 
Statistics that have been brought up. Statistics are inter- 
esting. Obviously, back in the 1970s and 1980s too we 
had the factors of people not wearing seatbelts, and the 
way people are wearing seatbelts now, so it would be 
interesting to see just the number of accidents and 
injuries as well. 

But my real point is that, ultimately speaking, every 
tragedy, every accident, every fatality that happens on 


our provincial highways we obviously need to take 
seriously, and I know you do as well. If there is any 
possibility that in some of these there may have been a 
factor involved as a result of some of the maintenance 
being done in a different way, we need to explore that, 
which is why we’re here today. We’re discussing some 
of the auditor’s concerns related to the costs, something 
we had a great deal of discussion and disagreement 
about. I think that’s worth exploring. But also there were 
some concerns related to the lengthening of the patrols 
and safety potentially being compromised. 

I must admit I think of an accident that happened just 
over Christmas in Latchford, which I believe is under a 
full AMC, a full area maintenance contract, which does 
mean it’s being done—and I know there was concern 
expressed at the time by OPP officers on the scene, there 
was concern expressed at the time by area municipal 
politicians and many other people involved that indeed 
the sanders weren’t out there in time. There were some 
other actual things said that I probably shouldn’t talk 
about publicly about what may or may not have been 
happening to build up the ruts on the roads. These are 
issues that we don’t want to be speculating about, but 
again I think they’re reason enough for us to be exploring 
whether there is as a result of the fact that we’ve gone to 
the full privatization in terms of area maintenance 
contracts, as a result of the fact that the quality assurance 
you described does not mean day-to-day operation—in 
fact, I think the ministry official in that region was 
quoted as saying they weren’t monitoring at the time 
because it was an AMC, so they weren’t there to see 
whether or not it was being done in an appropriate 
fashion. 

I certainly would argue it’s our responsibility as 
elected officials, and obviously yours as members of the 
public service, to make sure there is no possibility that 
any of these accidents are taking place because of 
changed circumstances in terms of the delivery of your 
service. I appreciate that very much, but I think we’ve 
got to continue to look at that, which is why I think we 
need to have some kind of independent look at it. We 
have the ministry today telling us that you feel one way 
in a financial sense. The auditor feels otherwise about 
some of the ways you’re calculating savings. I think we 
need to look at that again. 

I do want to ask you some other questions related to 
this blended approach. I don’t quite get it. Does it mean, 
and I think it does, that you’ ve got some sections that are 
all area maintenance contracts—in other words, they are 
absolutely privately contracted and you have people who 
are going to look to make sure it’s being done—and then 
you have some sections that are managed outsourcing, 
which means you have ministry patrols? Is that what it 
means? 

Ms Rush: Yes, it does. 

Mr Gravelle: I’m still confused as to how you can go 
from a tender for a contract for an AMC going out in 
Thunder Bay and coming back at four and a half times 
the cost that the ministry would pay to do it, what the tax- 
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payers would pay the ministry workers to do it, come 
back four and a half times the cost of tender, and yet 
somehow by going to a blended approach you presum- 
ably eliminated that factor of four and a half times, that 
in fact it’s less. Is that what you’re trying to tell us, that 
this blended approach in Thunder Bay or the Thunder 
Bay district or whatever has eliminated that four and a 
half times factor? That’s a huge difference. 

Ms Rush: That is not consistent with the information I 
have. I don’t know where that came from. The bids were 
too high— 

Mr Gravelle: It was publicly— 

Ms Rush: I don’t know how it occurred, but that’s not 
the information I believe is correct in that circumstance. 
The bids were too high, but they were not too high by 
that factor. 

On the point you’re asking, the blended approach 
evolved from an earlier notion back in 1995 that we 
might experiment with both versions, both notions of 
how to outsource maintenance, whether you’d go the area 
maintenance contract or whether you’d go the managed 
outsource. Before we had done either, as you’ve seen in 
the charts in the auditor’s report, we estimated risks and 
Savings on each one. We then started to put them out in 
1995. 

From our experience, looking at what we had done in 
1995 and looking at other jurisdictions, it became very 
clear to us that we had a one-size-fits-nobody province. 
We had configurations where we believed that by learn- 
ing from what happened in the pilot area, by continuing 
our research, that we had parts of this province, by their 
geography and by their market conditions, that were 
going to do extremely well under the AMC notion. We 
also had other parts of the province that, by their nature 
and their geography and their local conditions, were 
probably going to give us a better price and a better 
configuration, all maintaining the same safety standards, 
as managed outsourcing. 

1520 

So what we evolved in this revised blended approach 
said, don’t pick all of one where they’ll work very well in 
some areas and perhaps less well in others, or don’t pick 
all of the others where you'll not achieve as many 
- Savings; let’s use a little bit of both. We started to learn 
by putting the packages together, and we’ve got some 
extraordinary cost savings. We have always maintained 
the strict adherence to standards in these contracts. 

So what the blended approach said is that we’ll look at 
the marketplace. Some AMCs have gone out. They’ ve 
gone out very smoothly. They’ve gone out one time, a 
tremendous number of bidders; others have come back 
few bidders, no price. Well, two things have happened: 
Either we put the wrong formula in there and maybe they 
should have been managed outsource or the industry 
simply wasn’t competitive enough in terms of what we 
were asking for. So you’ve seen us adjust in your own 
area around what we were going to do. Sometimes we’ve 
put it out again to see. But we weren’t going to move 
until we were assured that we had the right configuration, 


that we had qualified contractors, that we had our safety 
standards assured, and that we had savings for the 
taxpayers. 

We’re very happy with the blended approach. I think it 
allows us far more to tailor the best circumstances for 
each area of the province. Equally, I think it has created a 
situation where you have more and more private com- 
panies in this business, so we have more potential for 
long-term competition, and it also provides us the flexi- 
bility in the future. If we see market condition shifts we 
can move backwards and forwards from one to the other, 
maybe changing the geographic elements, maybe going a 
little bit here, a little bit there. So it was really not trying 
to pick one form that was going to work for everybody 
that led us to the blended approach. 

Mr Gravelle: Could you provide us with those sav- 
ings? I think it’s been asked before. I believe Ms Martel 
asked about it. This is what I guess makes us all question 
so much about this process. If that’s the case, if that’s 
what you believe and you can prove, then would you be 
willing to provide us with those figures? 

For example, it would be very interesting, all across 
the province, obviously, but certainly in my particular 
area where we know that the tender went out for the 
AMC and it came back, we understand, four and a half 
times more expensive. 

Ms Rush: No, it wasn’t. 

Mr Gravelle: Certainly it was publicly stated by one 
of your ministry officials that it was more expensive and 
therefore wasn’t a go—a lot more expensive anyway. I 
think that was indicated. 

Now that you’ve got it down to what you consider to 
be the right approach, the blended approach, why would 
you be so reluctant to provide us with the figures that 
prove that indeed it’s saving money? 

Ms Rush: As I said, some of this information is 
confidential. It is commercial intelligence information. 

Mr Gravelle: We don’t need to know who’s doing 
what. 

Ms Rush: Well, it gets reasonably clear to figure out 
where they are by some of the characteristics. As I said, I 
will endeavour to provide what I can appropriately, but 
we are dealing with contractual information here and it 
makes it very difficult. It would be very foolish for us to 
be publishing the ministry’s estimate price when we’re 
looking for bids. 

Mr Gravelle: But you can appreciate our scepticism, 
perhaps, if on the one hand you say we’ve learned it 
would have cost more to do it this way and now, with this 
other approach, you say it’s going to save money, at least 
5%, I presume you would be telling us. 

Ms Rush: Yes, it is. Again, what we have is a time 
difference between what was looked at very thoroughly 
by the auditor and the experience we’ ve had today. 

Mr Gravelle: Let me get back to the safety issue 
again. I trust you will be looking at the video I provided, 
which is really very, very interesting because you see the 
clear distinctions. Can you explain that, why there would 
be such different variations in very short periods of time? 
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This morning I think some of the members were a little 
confused. I wasn’t at all talking about changes from 
riding to riding. I was talking about changes in the main- 
tenance quality in very short periods of time. You’d cross 
over a bridge, probably into a different area, and the 
maintenance was very different. This is what Mayor 
Krause from Schreiber had written the minister about, 
and certainly this is what was videotaped from Atikokan 
to Thunder Bay. Can you explain how that could happen? 

Ms Rush: Yes, we can. It really has to do with patrol 
routes and stop-start points, and Carl Hennum can 
provide some further explanation. 

Mr Hennum: I assume the particular situation is up 
on Highway 11 just west of 17. 

Mr Gravelle: That’s right. 

Mr Hennum: We have a patrol yard at Shabaqua, 
which is right at the corner there, and that patrol serves 
Highway 17 as well as Highway 11, up to the point 
which you’re referring to, where the conditions change. 
We also have a patrol yard at Atikokan and that patrol 
yard serves west of Atikokan as well as east of Atikokan, 
up to the same point on Highway 11. It depends on when 
this individual came there and took the picture but in a 
normal, average winter week, it depends on the two 
trucks, when one from the one patrol got to that particular 
spot and when the other truck got to the same spot, 
because that’s where they switch over and turn around 
and go back to their yards. 

You also mentioned that—and I had to look at the 
video—this prevailed for several days. That may have 
been. If we don’t catch the snow at the proper time and 
something happens to the temperature, it could be more 
difficult to clear the road that was treated later rather than 
the one we got to first. But I'd like to point out one thing 
here: We are running a managed outsourcing contract. 
Atikokan is part of a managed outsourcing contract. We 
direct operations there. We send the trucks out and 
therefore, obviously, we monitor the quality and so on. 

Shabaqua, that’s a conventional operation out of there. 
We direct the trucks, we make the decisions; it’s virtually 
the same operation. We just happened to have at 
Shabaqua one or two of our own plows, but the guys who 
are Out on the road most often are not only directed by 
our own staff but are probably contractors who are out 
there with their own trucks as well. There is no difference 
in delivery methods between those two. That’s what I 
want to report. There may be different road conditions 
but they’re not related to the type of contract. There are 
other factors that play in this kind of situation. 

Mr Gravelle: It may speak also to the large patrol 
areas. I talked about the Geraldton one this morning and 
the situation where there can be just one person doing the 
entire patrol area. That strikes me as one where—and I 
appreciate that yes, they can perhaps phone it in by radio 
phone, but the fact is that they’re still travelling and also 
missing when the weather is changing. That potential 
exists. r 

I guess the responsibility of the ministry, under the 
Public Transportation and Highway Improvement Act, is 





to maintain the roads. That’s correct, right? That’s a basic 
legislated responsibility. If you ultimately go to full area 
maintenance contracting, which strikes me that’s where 
you seem to be wanting to go— 

Ms Rush: No, we want to go with a blended approach. 

Mr Gravelle: Wherever it is AMC. Your pilot project 
was an area maintenance contract. So wherever you’ ve 
got that, I have some question as to whether or not you’re 
absolutely meeting the obligations of the act. That’s the 
question about the ministry person checking quality 
assurance. If they’re not patrolling the roads, and they’re 
not making the decisions as to when you should go out, 
and they’re doing this, when you talk about quality 
assurance—Ms Martel was trying to get to that question 
too—are we talking about on a daily basis? Are people 
absolutely confirming that the work is being done? That 
leads me to another question about the contractors being 
able to input what exact work they’re doing. 

Ms Rush: The Public Transportation and Highway 
Improvement Act says we can’t contract ourselves out of 
the liability and responsibility for maintenance of 
provincial highways. So the liability rests with the 
province, irrespective of the method we choose to deliver 
that. That’s what that legislated responsibility’s talking 
about. 

Mr Gravelle: So as long as you’re paying for it— 

Ms Rush: We’re responsible for ensuring it’s done. I 
go back to standards. The standards are our foundation 
for this whole quality assurance sense. It is the standards 
that the ministry has built up over the years. We are very 
good at it. People come to talk to us, to ask us about how 
you do this, setting standards. We have excellent capabil- 
ity to translate standards into contract language to make 
sure that the contractors fully and absolutely understand 
the standards. We have management information systems 
that allow and require them in the contract to provide us 
with the information we need on records. We have ways 
of verifying that. We have ways of monitoring that. We 
have requirements that they do the work in accordance 
with the contract they sign and we have quality assurance 
techniques to make sure we can oversee to our responsi- 
bility that they are indeed doing what they contracted to 
do. 

Mr Gravelle: Explain again how the quality assur- 
ance is done. : 
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Ms Rush: Quality assurance is done in a number of 
ways. Some of it will be verified information that we get 
from them and go back and verify. 

Mr Gravelle: You don’t have a technical system in 
place yet. 

Ms Rush: I’m sorry? 

Mr Gravelle: I understand that you don’t have a 
system yet completely in place, a direct input system in 
terms of— 

Ms Rush: Yes. What we don’t have is a performance 
evaluation system. That’s still being built. But that won’t 
be needed until the next round. That’ll be for the next 
round of major biddings. 
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Mr Gravelle: To help us all, how can you absolutely 
verify that it’s being done, then? 

Ms Rush: As I said, we have audit capability, we have 
periodic review, we have maintenance coordinators who 
are on the spot reviewing that information, we have 
quality assurance on the road. We have people whose job 
is to Oversee that the contract is indeed being executed 
and we are getting what we paid for. So we check it from 
bottom up with materials and documentation, we check it 
in terms of observation, we check it in terms of inquiry 
and we check it in terms of formal audit. 


Mr Gravelle: Can you appreciate the concerns that 
some people have, though, that if a private contractor is 
doing the work, obviously one of their goals, under- 
standably so, is to make sure that they make a profit, and 
that when the ministry was maintaining a far greater 
control and was far more involved in the process, that 
perhaps people felt there was more accountability by the 
government. Can you appreciate there is a concern, 
because I think that is a concern that a lot of people have. 
There just isn’t the same level of accountability or re- 
sponsibility by the ministry, especially when you go to a 
full area maintenance contract, which I know they’re 
going to be going to in Thunder Bay in, I think, June of 
2000, this year. Do you understand the concerns about 
that? 


Ms Rush: I understand the concerns of people trying 
to understand a new system and what’s in place. I hope 
we can assure them, through everything, in all of the 
quality assurance efforts we’ve got. You talked about the 
private sector wanting to make a profit. They do that 
through the bid process. They bid a price out, and we put 
in a demerit system with financial penalties. It is not in 
their financial interest not to meet a standard. 


Mr Gravelle: How much of your own equipment do 
you have left? 


Ms Rush: Not very much, and I can’t tell you how 
much, but we have some in the north. I think we have 
some around Toronto. 


Mr Gravelle: How do you protect yourself against the 
next round, the next time things come through, in terms 
of the contracts coming through a lot more expensively? 
Certainly the contractors who were able to get the equip- 
ment from you—lI think there’s a really good argument 
and a good point that was made by the auditor, that 
indeed it would allow them to bid lower, because they 
would not have to purchase the equipment as a separate 
issue, so they could bid somewhat lower. I think that’s an 
interesting concern. Certainly one of the concerns I have 
is that if indeed some of the concerns we are expressing 
are verified, are proven out, in other words, it costs more 
ultimately and the public ends up paying more for this 
service, we’ve gone too far. It’s hard to come back, to 
pull back, if there’s no equipment left and you are no 
longer using your garages. There are all kinds of things 
that can happen. How do you protect us against contracts 
not coming back at a much higher price and which you 
would have no choice but to accept? 


Ms Rush: I say it again, I would think our biggest 
protection out of that is fostering a competitive market, 
and we think we’ve done that by the number of players 
that we have in the marketplace. 

Secondly, the blended approach helps with that. We 
have more managed outsource activities, as well as 
AMCs, and we have in the past always used versions of 
private contractors where they had the equipment. The 
equipment is out there in place, and we’ve always 
supplemented—back to the 1970s—with other equip- 
ment. 

Mr Gravelle: It’s been known before in a competitive 
market for people to get together and decide that they 
might be wanting to put forward certain bids. I just think 
it’s a concern. This leads me back to some degree to why 
you or the ministry or the government didn’t at least pro- 
tect themselves by checking this out and going perhaps— 
portions of the province they would do this way and 
other portions they would maintain completely with the 
old method, so they could at least return to the system if 
it wasn’t working and it was costing more money. 

Ms Rush: I believe that’s a very strong argument for 
not having gone on area maintenance contracts all at once 
across the province, and we didn’t do that. That’s why 
we have the blended approach. We have lots of managed 
outsourcing there, which means that we’re dealing with 
smaller contractors in general. We’re dealing with longer 
contract terms, but we’re still maintaining a competence 
within the ministry. 

Mr Gravelle: But you have a lot less staff to do the 
work they previously did. I think you acknowledged that 
earlier today, that, as you said, the function of jobs 
changed. 

Ms Rush: Oh, yes. 

Mr Gravelle: So even the ministry patrols—again I 
come back to the large patrol areas, which of course the 
auditor had some concerns about. You haven’t expressed 
any concern about that yourself, and I wonder whether 
you're willing to, because clearly if one person is doing 
too large a patrol area, obviously the possibility exists, 
they won’t be able to respond or give directions quickly 
enough. That’s virtually a given. 

Ms Rush: Again, the patrol areas have not changed. 
They change over time, the configurations, but I keep 
going back to the definition. The area maintenance con- 
tractors have within them patrol areas. 

Mr Gravelle: But didn’t the patrol areas lengthen late 
in November 1995? I recall it very well. In fact, I did a 
private member’s bill, which lost by one vote, related to 
maintaining minimum standards for the roads. One of the 
reasons I brought it forward was because they were 
lengthening the patrols of the ministry staff. 

Ms Rush: We’re talking about moving to AMCs and 
to managed outsourcing. We still have a proper config- 
uration of patrols within those. I think we’re constantly 
confusing the size of the area maintenance contracts with 
the patrol activity that is going on underneath it. 

Mr Gravelle: We’re just talking standards here. The 
patrols were lengthened in 1995, were they not? 
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Ms Rush: In some cases they were as part of re- 
adjusting, but there wasn’t a generalized lengthening of 
patrols. 

Mr Gravelle: But the fact is that the patrols were 
lengthened. One can certainly argue that this leads to a 
potential decline in maintenance. That’s one of the things 
I suppose I’ve been frustrated with, when the ministry 
has insisted there have been absolutely no changes. There 
have been changes. This happened I think in the fall of 
1995, and there were quite a few changes. You may 
recall when Mr Palladini was minister and there was 
quite an uproar in the House that winter related to the 
attempt to slash some funding from the maintenance 
budget and at the same time to affect the patrols. 

Ms Rush: I should point out, though, that there were 
technological changes in the kind of equipment. Patrols 
were being adjusted throughout the province, but there 
was not a change to length in patrols. 

Mr Gravelle: I’ve heard that response before. I still 
think that in terms of the patrols, they essentially have 
got to be done by people who are on the road looking at 
the conditions. We all hear about the situations of black 
ice occurring and things like that. 

Hopefully we’re all trying to achieve the same goals 
here, which is why I would certainly submit that we need 
to get more information related to the actual cost savings 
in a very precise way, as has been asked for today. I think 
we need to see it especially to try and resolve the 
disagreements that have been happening between the 
auditor and the ministry, and also the whole issue of the 
safety itself. 

I think the way we can do that is to ask the auditor, 
through this committee, to look at this process once again 
on our behalf. I hope that’s what happens. 

The Chair: Any final comments on that? 

I just have one factual question. You’re saying that 
there are nine of these companies. Are they located all 
across Ontario? 

Ms Rush: Yes, there are nine separate companies 
which have won area maintenance contracts. 

The Chair: Thank you very much. 

Ms Martel: I don’t want to ask questions; I just want 
to make one more request for information. A number of 
times during your remarks you talked about the research 
you had conducted before the decision was made to go to 
outsourcing. I wonder if you can table with the com- 
mittee, then, the results of the work you did in terms of 
research. You didn’t name specific jurisdictions, but 
whatever those jurisdictions were where they seemed to 
be working well and upon which you made your 
decision, if you could table that information with the 
committee I think it would be helpful. 

Ms Rush: We didn’t create a separate report but we 
will see what we can provide. 

The Chair: Thank you very much for attending today. 
We appreciate the information you provided to us. 

Before we move to the in camera session, we have a 
motion. It’s my understanding that if it’s moved in open 


session, it has to be dealt with at this time. Any dis- 
cussion on the motion? 

Ms Mushinski: Is the mover going to speak to it? 

The Chair: Are you going to speak to it, Mr 
Gravelle? 
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Mr Gravelle: I hope that my motion will be given 
serious consideration by all members of the committee. 
As I think I mentioned this morning while we were in our 
earlier discussions—and Mr Hastings made reference to 
the motion—I believe this motion really gives us an 
opportunity to resolve a lot of the questions that are out 
there about the issue of highway maintenance. 

The auditor was very clear in his report about a 
number of concerns that he had and certainly briefed us 
about those in a helpful fashion. The ministry clearly 
doesn’t agree the way the auditor agrees. I think it’s 
important that we resolve it certainly from a cost point of 
view. There’s no question that if it’s ultimately some- 
thing that will not save taxpayers money, that should be a 
concern to the government as much as anybody else. 

The whole issue of safety is one that I think is terribly 
important. As I stated this morning, the public is in- 
credibly concerned about it. I’ve spoken to professional 
drivers of all stripes who have told me about their 
concerns related to what they view as a decline in road 
maintenance. 

We know that traffic is increasing. There are so many 
issues of communities, and we’ve had the 15 fatalities in 
northwestern Ontario since November. Regardless of 
what statistics are out there, there were 15 people who 
very tragically lost their lives. I won’t sit here and tell 
you that I believe it was all as a result of road main- 
tenance. What I am concerned about is that it may have 
been a factor. But if it was a factor in even one of them, I 
think it’s something we need to explore. 

Has this change to the process made a difference to the 
full privatization that they’re moving to? We need to 
have an opportunity to find that out. We have municipal- 
ities. We have chambers of commerce. The Aguasabon 
Chamber of Commerce in Terrace Bay, Rossmore and 
Schreiber was very clear about their belief that this is 
needed. The township of Manitouwadge last night passed 
a resolution asking that a public inquiry be brought for- 
ward. I think they’d be very satisfied if this motion were 
passed and there was going to be some true study of this 
by the auditor. Who could be more independent than the 
auditor in terms of looking at these issues? 

This is something that people feel very strongly about. 
Every time there has been a storm we’ve had fatalities. I 
hope that the government members would view this as an 
opportunity to find some way to clearly resolve this 
discussion and this debate, because we’re talking about 
people’s lives. That’s the most important factor in this. 
There’s no question that the cost issue is one that’s very 
much in dispute, obviously. I certainly am in full agree- 
ment with what the auditor has clearly put out and I think 
we need to have another opportunity to look at that as we 
move down the road. 
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It’s unfortunate that the ministry is so determined to 
simply move forward without evaluating the pilot 
project, and perhaps all the more reason why we need to 
do this. So I would hope that this motion would receive 
support and I’d ask all members to support it. 

The Chair: Comments? 

Ms Martel: I’d support this motion on two grounds: 
one, in terms of safety, and the other in terms of estab- 
lishing whether or not there are truly cost savings being 
realized as a result of this exercise. Let me deal with the 
safety issue first. 

There have been, in a very short period of time in 
northern Ontario, a number of deaths, many of them— 
almost all of them—involving truckers as well, to the 
point where about three weeks ago a spokesman for the 
MTO itself, George Kerhanovich, spokesman for the 
Ministry of Transportation provincial employees rela- 
tions committee, said: “I have never heard of as many 
deaths as we do now on” northern “highways. And I have 
worked with the MTO for 30 years. I’ve never seen any- 
thing like this.” 

If I can raise a second example which came to our 
office, which we have written to the minister about and 
await a reply, this was an incident that took place on 
Highway 69, heading to Toronto between Alban and the 
French River. The OPP made three requests for salt and 
sand in the area between Britt and Alban and began that 
at 6:30 in the morning of December 30. It wasn’t until 
11:15 that there was anything on the road at all. The 
woman who wrote to me avoided a serious collision with 
a tractor-trailer and ended up with some substantial 
damage to the car, but the three of them were not killed. 
As I say, we’re waiting for a reply now from the MTO. 

That clearly is another case for the OPP—calls three 
times from 6:30 on and gets no response from anyone to 
deal with a situation on the highway, glare ice, until well 
over four hours later. 

I think that in the minds of many people there is a 
concern that the change from MTO staff doing highway 
maintenance to private contractors is resulting in a 
lessening of safety standards. As you talk to people in 
northern Ontario, they are quite convinced about that. I 
think that a study of this nature, if it’s not true, would put 
that concern to rest and deal with it effectively. 

Second, with respect to cost savings, I have to say that 
I tried in a number of ways to get at the issue I think the 
auditor has raised—and all of us—with respect to what 
are the cost savings of this exercise. You only have to 
look at page 243 of the auditor’s report, where clearly the 
Provincial Auditor’s estimate of savings on the four 
AMCs was 0.3%. The ministry’s estimate of cost savings 
was in the order of 5.2%. It’s a $5-million gap between 
what the ministry estimated savings to be and what the 
Provincial Auditor, in his work with his staff, assessed 

those savings to be. 
If the ministry continues to use the same methodology 
in interpreting their savings, as they told us today they 
were, that would result in a significant gap in any number 
of contracts. And the total of that would be quite signifi- 


cant, which is why I think the auditor said, “Despite these 
one-time savings, outsourcing may ultimately result in a 
significant increase in the cost of highway maintenance 
for these contracts.” 

I regret to say that I was not convinced by much that 
the ministry said today with respect to dealings with this 
issue. We may get some information, some new docu- 
mentation, which would give the auditor some comfort 
about the $900,000 in estimated savings that he said the 
ministry did not provide documentation for; that was for 
the pilot. We’ve got an outstanding issue of a gap of well 
over $5 million between the potential savings estimated 
by the ministry and what the auditor found in the four 
AMCs that were then tendered in 1998. 

My concern is that the ministry will come back to this 
committee and say, “For confidentiality purposes, for 
protection of commercial interests, we can’t release in- 
formation to you,” information which would in fact give 
us some clear understanding and reasonable, legitimate 
knowledge of what the actual savings are. I think that 
before we’re finished the ministry will come back and 
say they can’t give us much at all that will allow this 
committee to make an informed decision about whether 
or not what the ministry says is true; ie, they are receiv- 
ing substantial savings because of privatization of high- 
way maintenance. 

I think if we send the auditor back in to look at this 
information again—clearly he has a right under his act to 
look at all these details, to look at all this information— 
we may then finally get to a situation of determining 
whether or not what the ministry says is correct, that 
those estimated savings are live and are real and the 
taxpayer is benefiting. 

I would support the motion on those two grounds: (a) 
to deal with a very strong public perception in northern 
Ontario that safety is being compromised as a result of 
privatization; and (b) cost savings, because not much of 
what I heard today gave me any confidence. I don’t feel 
confident that we would get the information we would 
need to make that determination. The best way the cost 
savings issue, which was clearly a major part of the 
auditor’s concern, would be sufficiently and adequately 
dealt with if is we sent the auditor back in. 

Mr Hastings: If I may respond to Mr Gravelle’s 
motion that he has put forward from this morning, I think 
it’s well intended. We certainly share, from a government 
perspective, the issue of safety. I want to deal with the 
cost item in a broad perspective as well. 

First, I would start by reiterating that we have had, 
through a lot of thorough questioning today, some ways 
in which some of the disagreements over cost can be 
handled. I think there is going to be some information 
brought forth by the deputy to alleviate those concerns. I 
also believe that my colleague Mr Maves will present 
very shortly a whole set of items that the legislative clerk 
could be examining that would answer some—possibly 
not all—of the concerns raised in Mr Gravelle’s motion. 

Let me also state that it’s interesting that the case is 
trying to be made that safety is being compromised here 


P-186 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


24 FEBRUARY 2000 





by a different methodology than the one that was offered 
before; that is, that the traditional MTO approach to 
highway maintenance is presumably the only and best 
way to go in the future. That would be, I think, the way I 
interpret Mr Gravelle’s motion, part of the thesis that, in 
and of itself, that provided sustenance and comfort to the 
whole issue of highway safety throughout this province. 
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We asked a question this morning in anticipation of 
this issue. I asked the assistant deputy minister if he had 
any specific verbal or written evidence from any of the 
jurisdictions that MTO contacted, whether in Europe or 
North America, that indicated that, in and of itself, a 
different methodology of carrying out highway mainten- 
ance could uniquely contribute to the fatalities or severe 
injuries of any driver or passenger in the province of 
Ontario. I think we got an answer back pretty clearly. If 
you look at the record from this committee when it 
comes out, there was a negative. He said “No.” We’ll 
also, I presume, get more confirmation of that from the 
tabled material that will come later. 


It’s also important to remember that this isn’t uniquely 
different from what has been going on in this ministry or 
other ministries across the government of Ontario or in 
other provincial operations across Canada. We have had 
for a number of years, since the mid-1970s, and I can 
recall during the 1980s, when I was on a city council, 
some specific things, by function, contracted out, out- 
sourced. There is a history to that. 


One could argue then that if that were the case, where 
there has ever been an accident, whatever dimension that 
accident had during those years, you could then go back 
and say, “Ah, because you had outsourced a specific 
activity in the maintenance area, that must have been a 
major or very vitally contributing factor to that accident,” 
whether it be on the provincial highway system or on a 
municipal road system. I’m not sure that would be the 
case. 


Mr Gravelle says in his motion “may have com- 
promised safety.” On a logical basis one could say—and 
this is not to dismiss the concerns people have around 
safety, whether it be in northern Ontario or southern 
Ontario—that a whiteout or a very bad rainy night could 
in and of itself be the decisive contributing factor to 
another type of accident. That doesn’t sound very logical. 


Usually what happens in these circumstances is, if you 
look at provincial inquests of whatever the size of an 
accident, you have a series of factors. Some of them are 
mindsets; some of them are external. Depending on the 
time of year, the season, that can also contribute. So I 
think we have to be very prudent in terms of how we 
approach this issue. 

Furthermore, I wanted to point out that we had from 
staff some statistics. While some people take a very 
skeptical approach to this, I think there is some good 
substance in the material that was presented regarding 
northwestern and northern Ontario. that undermines or 
does not confirm Mr Gravelle’s motion, even on the basis 


of “may,” if you use those statistics over a 15-year 
period. I think that shows a pretty strong trend line. 

Furthermore, I would like to add that when I visited 
northwestern Ontario on at least two occasions, I 
remember reading, I think before I became the PA—I 
may be off in the year—an article in Reader’s Digest 
about a killer strip in northwestern Ontario near Ver- 
milion Bay. I drove that after it was changed, and from 
what I could see from photos and video before we had 
reconfigured that section of the highway, from the design 
then, combined with the speeding and some other factors, 
there was a great potential for accidents. 

After that project was started and completed between 
1995 and 1999, costing about $25 million, I asked the 
region engineer if he could recall any fatalities since 
completion, and he said he couldn’t say. But from what 
he says people tell him and from what I saw in the 
summer of 1998, there was a great deal more comfort in 
terms of that specific area. It was much easier to main- 
tain. The wider design gave a lot more forgiving quality 
for people driving through it. That, remember, is in a 
managed outsourcing arrangement, if I’m correct on that 
section of northwestern Ontario. 

If one wants to go into greater detail about this, look 
back at the expenditures made by other governments, 
including ours, over the last 15 years. If you take 1987- 
88, there was about $283 million expended on capital 
construction programs across the province. In this past 
year we were up to $692 million. If you specifically look 
at the north again, expenditures back in 1987-88 in the 
north were $57 million, the northwest $47 million; in 
1999-2000, $174 million for the north, $66 million for 
the northwest. 

The figures vary, depending on which ministers were 
successful in getting more money per year. But if you go 
and talk to a lot of the people in the north—and I’ve had 
them through Ontario Good Roads, I’ve had them 
through AMO—they are generally satisfied with a lot of 
the money we put up in terms of improving the design 
not only in the Vermilion Bay project but in other areas 
of northwestern Ontario. We’ve brought the highways 
back up and we dealt with that through questioning in 
terms of the pavement index. 

In essence, we’ve made some significant progress in 
terms of managing the number one priority we have, 
which is public safety in the province of Ontario, through 
questioning, through statistics, through anecdotal evi- 
dence, including the mayor of Kapuskasing. The mayor 
of Fort Frances, Mr Witherspoon, said to the minister 
recently that he didn’t have any problems with the way in 
which MTO was supervising and monitoring managed 
outsource arrangements. I want to specifically quote the 
mayor of Kapuskasing, in the Sudbury Star on January 
19, a very positive endorsement of road maintenance on 
Highway 11: “The subcontractors who clean 11, we hired 
them to do the town’s portion so it can be all uniform 
because they were doing better work than we were doing 
ourselves.” There’s one example. That doesn’t say 
everybody else is happy—we understand that—but we 
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need to put on the public record some of those particular 
comments. 

It’s also been noted by the OPP in northwestern 
Ontario that generally speaking they are relatively happy 
with the way in which traffic safety is being observed 
and the way in which the roads are being maintained in 
that part of Ontario. 

1600 

Much as I appreciate Mr Gravelle’s intentions here 
through the motion, I think Mr Maves will present some 
other ways in which we can handle his concerns. Also, 
we have the auditor already asking in the four questions 
this morning—certainly the one that he will be getting 
information on, I’m sure—the cost evaluation regarding 
the pilot project at the end of April. Even if it wasn’t 
clearly delineated, I know that under the powers of the 
Audit Act, he has that capacity and obligation to do so 
anyway. So we will get some answers on that specific 
contract. 

The other final thing I want to say is, being in govern- 
ment compared to being in local government, I can 
understand and appreciate where the opposition’s coming 
from when they hear this term “competitive intelligence” 
and that somehow, if you can’t get those numbers out, 
there is hardly any validity to the savings that have been 
achieved by MTO, or in other circumstances. I think 
what clearly has to be maintained is that when you do 
have competitive intelligence and that information was 
given out and it could get out, that gives a great advant- 
age to other bid competitors in new contracts arising in 
the future. It wouldn’t be very difficult to piece together 
where those numbers come from and where the contracts 
are situated when you see that kind of information. 
That’s one of the problems anybody in government has 
today, whether it be provincial or federal or, in some 
instances, local. 

I think there are other ways of handling this motion, 
Mr Chair, and thank you for the time. 

The Chair: Any further debate? 

Mrs Julia Munro (York North): I want to comment 
on two aspects of this motion, and certainly the first one 
with regard to road safety. I think all of us as individuals 
recognize this as the important issue. In the presentations 
provided by the deputy throughout the course of the 
hearing, it’s clear that that has been a significant and, 
perhaps more accurately, their most important concern. I 
think that recognizing that as a paramount concern of us 
as individuals and of the ministry, we can look at the 
material that was provided for us with regard to the 
studies that they have done on the fatalities that have 
taken place in the areas under consideration. That is 
certainly what has been asked for in this motion. We 
have seen some of the material today. 

The second area I want to deal with is the issue of the 
role of the Provincial Auditor in this motion. The first 
part asks about undertaking a full review, and the fact 
that the auditor would report back. I just call your atten- 
tion to the fact that when you look at what the auditor has 
provided us with and given us direction to work on, 





particularly those pages of 237 to 242 in the auditor’s 
report, they in fact give us very clear direction on where, 
as a committee, we should be looking in the areas of the 
measures that the ministry has undertaken and looking at 
questions of the alternative delivery service, and clearly 
asking the kinds of questions with regard to the way in 
which that delivery is being provided. 

I would suggest to members of this committee that the 
auditor obviously doesn’t need the committee to instruct 
him in this regard. He regularly, as part of his responsi- 
bility, provides us with a follow-up of his recommenda- 
tion as part of the regular business. That is perhaps 
something that makes part of this motion something that 
is already covered by the normal business of the com- 
mittee and the auditor. 

Finally, I would just comment on a couple of the 
individual points made in this motion. We have heard 
today about the initiatives around performance standards, 
the fact that Management Board is providing some direc- 
tion in this area on the development of the performance 
measures. I think that when you take this as a whole, we 
can see that the Provincial Auditor is operating within his 
purview and therefore this becomes redundant. 

Secondly, many of the individual parts of this motion 
have already been addressed by some of the things we’ ve 
heard today, 

The Chair: It’s my understanding that this motion, in 
effect, is a special request under section 17 of the Audit 
Act for the auditor to perform a special assignment as 
directed by this committee. Normally what the auditor 
would do, subject to any other directions that may come 
out of these hearings, is go back as a matter of course in 
two years to look at this again. That’s the major differ- 
ence: whether it’s a special assignment or a regular part 
of his audit that proceeds every two years. 

Any further discussion? 

Mr Gravelle: One quick comment. I do want to 
respond, if I can, to Mr Hastings. I’m not sitting here for 
a second saying that all the fatalities that took place, let 
alone any of them, are absolutely as a result of the road 
maintenance changes in the province. What I am suggest- 
ing or concerned about is the fact that they may be. I 
appreciate you making it clear that I said “may or may 
not.” 

The fact is, we have an opportunity through this 
motion to have the auditor explore this aspect. This is 
obviously the most crucial issue one can imagine, if it’s 
possible we may be able to discover that there has been 
some change in the process that we’ve been expressing 
those concerns about that has had an impact on the roads. 
If they’re not getting to them as quickly as they can, if 
the process by which the patrollers are going out is not 
working in terms of getting the message back to the 
contractors, and if indeed it’s not working, this is an 
opportunity for us today, and in many ways it’s a non- 
partisan opportunity. 

The auditor is in a position where he can do it. I heard 
him earlier say that it might not be easy to do this—it 
would be more difficult—but he could. I think that’s very 
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important. Responding to Mrs Munro, as the Chairman 
kindly pointed out, he otherwise wouldn’t be going back 
for probably two years. 

I would like to think we would view this as an oppor- 
tunity as a committee of the Legislature to look at 
something where obviously there’s the cost aspect, which 
is one that I think needs to be further explored. But 
certainly from the public safety perspective, if there is 
any chance—listen, if we’re wrong, we’re wrong. But is 
it not our responsibility to be as concerned as possible 
about that possibility, all of us in this room? If we have a 
chance to have the Provincial Auditor explore that, then I 
think we should be taking advantage of that opportunity. 

Mr Maves: Just quickly, we’ ve kind of had a battle of 
quotes and a battle of perceptions, and that is exactly 
what a lot of the quotes are; they’re just perceptions. 

Charlie Caldwell, the mayor of New Liskeard, has said 
that the standards have been not reduced, when talking 
about this issue. Jack Burrows, the mayor of North Bay, 
has said, “We are satisfied that highway standards are 
being maintained.” Bob Beatty, OPP traffic sergeant in 
Thunder Bay, has said: “My perception of it is the 
motoring public is getting the same service they got 
before. I would say there is more sanding being done and 
more plowing being done.” So there is the desire to use 
all of these quotes about perceptions and whatnot. 

But what I wanted to get at is that during my ques- 
tioning with the ministry, I very clearly asked them some 
questions that were actually derived from Mr Gravelle’s 
motion. I asked if they were reviewing, and they said 
they were, highway maintenance contracts on a regular, 
continual basis. I asked if they were continuously review- 
ing the economics of those highway contracts, and they 
said they were. I asked if indeed inspection and monitor- 
ing of highway maintenance was ongoing and in fact 
increased, and it was. I wanted to note that. 


I want to also note that a lot of things my colleagues 
and I are ready to propose with legislative research will 
actually cover some of the things in Mr Gravelle’s 
motion for the rest of the year 2000. Beyond that, in the 
year 2001, I believe it is, Mr Peters will probably be back 
at it anyway. As Mrs Munro said, because of that, that 
he’s already going back anyway, it becomes somewhat 
redundant. I think, with some of the things that we’re 
going to propose to the committee and to legislative 
research, it will become redundant for this year also. 

The Chair: Any further discussion by anyone? Any 
comments? 

Mr Gravelle: I’d just like this to be a recorded vote. 

If I may, to Mr Maves, the fact is you’re right, in 
terms of going back and forth. There was also acknow- 
ledgement that the maintenance standards had changed in 
1995, the patrols had lengthened. There was an acknow- 
ledgement of that by the deputy. 

Mr Maves: It wasn’t acknowledged, actually. 

Mr Gravelle: Yes, it was. Anyway, I would like to 
have that be a recorded vote. 

The Chair: I’m going to call the question, then. All 
those in favour? 


Ayes 
Cleary, Gravelle, Martel. 


Nays 


Hastings, Maves, Munro, Mushinski. 


The Chair: The motion is lost. 


Any further matters to be discussed in public session? 
Then the hearings are adjourned until tomorrow morning. 


The committee continued in closed session at 1611. 
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The committee met at 1047 in room 151, following a 
closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF TRAINING, 
COLLEGES AND UNIVERSITIES 


Consideration of chapter 4(3.06), Ontario student 
assistance program. 

The Chair (Mr John Gerretsen): Good morning. I’d 
like to call to order the standing committee on public 
accounts to deal specifically with chapter 4, section 3.06 
of the 1999 Annual Report of the Provincial Auditor, 
dealing with the matter of the Ontario student assistance 
program. 

Thank you for attending this morning. We look for- 
ward to your presentation. Perhaps if you could identify 
yourself for the purpose of Hansard. You’ll have about 
15 to 20 minutes for your presentation. There will be 
questions from members of the committee afterwards. 

Dr Bob Christie: I’m Bob Christie. I’m the Deputy 
Minister of Training, Colleges and Universities. To my 
left is David Trick, who is the assistant deputy minister 
for post-secondary. On my right is Helmut Zisser, who is 
the director of the student support branch, and on 
Helmut’s right is Louis Lizotte, who is the senior policy 
adviser in the student support branch. 

I will be making some brief introductory remarks and 
then I’1] turn the floor over to Helmut for an overview of 
the program and the steps that the ministry has taken in 
response to the recommendations made in the auditor’s 
1997 annual report. As well, we will review the follow- 
up comments made in the latest report of the auditor. 

We welcome this opportunity to update members of 
the standing committee on public accounts on the minis- 
try’s work in response to these recommendations. The 
recommendations in the 1997 report provided the minis- 
try with a constructive set of recommendations—some of 
them challenging—and the opportunity to take needed 
steps to improve the integrity and accountability of 
OSAP administration. 

We’re pleased to inform committee members that the 
ministry has taken action on all of the auditor’s recom- 
mendations. Ministry staff will be able to answer any 
questions you may have about the implementation status 
of any of the specific recommendations of the auditor. 





With that brief introduction, Helmut will now provide 
you with an overview of the steps we’ve taken and are 
currently taking to improve the management of the 
program. 

Mr Helmut Zisser: As the deputy indicated, we’ve 
taken action on all the recommendations made by the 
Provincial Auditor. In several areas not only have we 
implemented what was recommended but we’ve also 
moved beyond the specifics of the recommendation to 
further address accountability or shared responsibility 
issues. 

In our presentation, we will go over the initiatives the 
ministry has taken and the process to address the issues 
raised by the Provincial Auditor. We will also provide 
information about customer service at OSAP, which is an 
important aspect of our accountability to the public, and 
conclude with future directions for improvements to 
student assistance in Ontario. 

All of the recommendations of the Provincial Auditor 
with respect to establishing performance agreements with 
institutions, external compliance audits and setting out 
disciplinary measures for institutions that do not meet 
requirements have been addressed. Performance require- 
ments have been signed with all private vocational 
schools participating in the Ontario student loan program 
since July 1997. The ministry finalized an accountability 
framework and performance guidelines for the admini- 
stration of OSAP with colleges of applied arts and tech- 
nology in October 1998, and an _ accountability 
framework for the administration of OSAP was 
concluded with Ontario universities in July 1999. 

Detailed OSAP compliance audits of private voca- 
tional schools started in the summer and fall of 1998 for 
the 1997-98 program year. The number of audit reports 
received for that year is 166, covering 228 institutions. 
The ministry has reviewed all reports and followed up 
where appropriate in asking for corrective action plans or 
taking further actions as warranted. For 1998-99, 361 
private vocational schools and all 42 universities and 
colleges of applied arts and technology are being audited. 
The audit process is currently underway and reports are 
due over the next few months. 

Income verification arrangements are in place with 
Canada Customs and Revenue Agency, formerly 
Revenue Canada, for income reported by students, their 
parents or their spouses. The ministry receives income 
information from the tax returns of students who receive 
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student loans and from their parents and spouses. This 
information is compared with the information reported on 
the OSAP application form or as amended during the 
course of the academic year. For 1998-99, some 213,000 
student files, 196,000 parent files and 22,000 spousal 
files were verified. As the Provincial Auditor points out 
in his 1999 follow-up report, the introduction of the 
Ontario student opportunity grants, replacing the loan 
forgiveness program, will reduce the risk that students 
receive loan forgiveness before their income is verified, 
as OSOG will be paid out annually and only after income 
verification has occurred. 

Further data-sharing agreements are currently being 
pursued with the Ministry of Transportation for vehicle 
asset verification and with employment insurance. 

Explanations are now required when a student reports 
income that is below an estimated minimum. requirement 
to live on. In 1998-99, there were close to 40,000 OSAP 
applications where income clarification was required. Of 
those files, about 38,000 provided satisfactory responses 
and were processed. The other 4,000 applicants could not 
be processed as they either didn’t respond to the request 
for an explanation or provided unsatisfactory responses. 

The Provincial Auditor’s recommendation to give due 
consideration to student and spousal assets when calcu- 
lating loan entitlements was implemented, starting with 
the 1997-98 academic year. Effective for the 1997-98 
academic year, federal needs-assessment criteria related 
to assets were implemented. Revisions have been made 
to Ontario student loan regulation 774 to permit consid- 
eration of student and spousal assets in determining loan 
entitlements. Assets include vehicles, bank accounts, 
other investments and RRSPs. Parental assets are not 
considered in the assessment. 

In order to increase access funding for students with 
financial need, universities and colleges are now required 
to set aside 30% of tuition increases for student aid. 
These amounts are supplemented with financial aid 
distributed from the $600 million being raised in perma- 
nent endowments under the Ontario student opportunity 
trust fund initiative. These two sources of institution- 
based financial assistance added close to $100 million in 
1998-99 and are estimated to be over $146 million for the 
1999-2000 year. 

After increasing in 1997, Ontario student loan default 
rates decreased in 1998 and 1999. In 1999, the overall 
rate declined by 3.9 percentage points from the 1998 rate. 
Overall default rates since we have calculated them are 
18.6% in 1996, increasing to 23.5% in 1997, and then 
declining to 22.1% in 1998 and 18.2% in 1999. 

The robust Ontario economy is certainly a big factor 
in the decline of OSAP default rates; however, we 
believe the combination of measures that we have put in 
place in recent years is also a factor and will become 
much more of a factor in the years to come. Reforms to 
OSAP will ensure that student loan defaults continue to 
decline. 

We’ve taken steps to reduce the future instance of 
student loan defaults. Colleges, universities and private 


vocational schools are required to provide prospective 
students with accurate information about each program’s 
graduation, placement and loan default rates, which 
allows students to make a more informed choice of 
studies. Institutions are required to share the cost of de- 
faulted loans if the institution’s overall default rate is in 
excess of established thresholds. 


New OSAP applicants are credit screened, and those 
who have been 90 days in arrears on three or more 
personal accounts or loans totalling $1,000 or more 
within the past three years are not eligible for a student 
loan. 


Student loan recipients have the status of their Canada 
and Ontario student loan accounts reported to credit 
bureaus. Private collection agencies have been collecting 
student loan defaults since January 1999. Effective for 
the 1998 taxation year, defaulted loans are recovered 
from income tax refunds. This has occurred in an envi- 
ronment where changes to federal bankruptcy legislation 
enacted in 1998 prohibit student loan borrowers from 
discharging student loans through bankruptcy until 10 
years after the completion of studies. 


The ministry has taken steps to ensure that OSAP is 
administered properly and is available to students who 
are entitled to assistance. The number of students put on 
the OSAP restricted list has increased as a result of the 
ministry’s verification activities in recent years. In 1993- 
94, we had 622 restrictions, and this number has 
increased to 3,737 in 1998-99. 


There are two kinds of restrictions we have in place: 

Investigative restrictions are issued by the ministry 
when students or institutions fail to comply with program 
requirements. This can typically arise because we receive 
information that indicates that someone is participating in 
the program and has not presented complete information. 

Academic restrictions are issued at the institution 
when the student fails to meet minimum academic prog- 
ress requirements. All students are required to progress 
through their program of studies successfully in order to 
continue to receive student assistance, and financial aid 
offices at institutions are responsible for monitoring that. 


We’ ve also improved our linkages with lenders. The 
majority of Ontario student loans are held by three 
lenders: the Bank of Nova Scotia, CIBC, and Royal 
Bank. The ministry has now established procedures to 
improve processing of bank information with the major 
lenders. Facilities to permit lenders to correct their own 
errors on the OSAP database are in place. The ministry 
has established a full electronic data interchange process 
with one of the major lenders, and discussions are under- 
way with the other two lenders to achieve efficiency 
using EDI for their transactions. 

The backlog of claims identified at the time of the 
1997 audit has been eliminated. Claims for loss under the 
government guarantee are processed expeditiously. It 
now takes just two weeks from the day the claim is 
received from a lender for the claim to be verified, 
processed for payment and sent to collection. 
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Recoveries from credit collection have also increased. 
In 1997-98, the year before private collection agencies 
assumed the collection of all student loans, only 
$4.3 million was collected on outstanding student loans. 
In 1998-99, $21.2 million was recovered. This year, up to 
the end of January, $35.7 million has been recovered. 


Additional revenue is also generated through income 
tax set-offs. For the 1998 taxation year, the first year of 
the agreement with CCRA, formerly Revenue Canada, 
$1.3 million was collected from income tax refunds. This 
was out of a total of $26 million in claims that we 
forwarded, representing about 9,000 delinquent accounts. 
The program started in the middle of tax-filing season. 


1100 


In order to provide students and parents with a clear 
picture of the ability of post-secondary institutions to 
successfully place graduates in jobs, colleges, universi- 
ties and private vocational schools are required to 
provide students with information on graduation rates, 
graduate employment rates and Ontario student loan 
default rates. This information is given to students to help 
them as they consider in which institutions and programs 
to invest their money, time and effort. 


In the next series of slides we have extracted the Web 
site at Queen’s University to show how that information 
is being made available to students. Someone going to 
the site can pick the item “Student Information.” That 
presents them with a series of options, one of which is to 
look at performance indicators. There’s then a brief 
description of what performance indicators are and a 
specific reference to the OSAP performance indicators. 
They can then move on and review those indicators in 
turn. There is information on graduation rates. Queen’s 
was chosen to show both their own rates as an institution 
and the provincial average for universities. The student 
can get detailed information by program on those rates. 
Students can also look at the rates for employment and, 
again, the details associated with that. Universities pro- 
vide both six-month and two-year employment rates. 
Finally, there’s information on student loan default rates, 
and that again is available by program at this Web site. 


Customer service is also a very important aspect of the 
program. OSAP serves about 40% of the post-secondary 
students in Ontario. In effect, the number of individuals 
the program serves is even greater because it is not only 
students who make inquiries about OSAP; their families, 
their parents and their spouses all contact the ministry. 
OSAP receives over 120,000 telephone calls a year, not 
including the 1-900 service. This includes calls from 
students attending institutions outside of Ontario where 
the ministry acts as their financial aid office for purposes 
of student assistance—the OSAP program—and students 
seeking information about their loan, loan forgiveness 
Status, their reassessments, income verification notices, 
their T4As, their loan defaults, income tax set-offs, 
interest relief, bursaries and so on. OSAP also receives 
calls from financial aid administrators at post-secondary 
institutions and loan officers at lending institutions. 








Most information requests from Ontario students are 
directed to the institution’s financial aid office through an 
automated response system. The data shown in the graph 
represent only the number of calls where the caller 
required service from the ministry. OSAP services to the 
public are available in the consumer’s choice of English 
or French, and a special TTY toll-free line is available for 
deaf and hard-of-hearing students. 

OSAP customer service demand is cyclical. The peak 
periods occur just before and at the start of the new 
academic year in August and September, and at the start 
of the second term in January. The demand for service at 
these times presents a challenge to the ministry and the 
financial aid offices at colleges and universities. In order 
to provide better service to students and to assist financial 
aid offices at institutions, the ministry has established an 
Internet Web site to serve student information needs. 
Through this site, students can obtain comprehensive and 
timely program information and receive up-to-date infor- 
mation about their loan. The site is available 24 hours a 
day, seven days a week. This past August, the Web site 
had over 140,000 visitors and received more than seven 
million hits. Even during December, a period of relative 
quiet, the Web site served about 50,000 visitors and had 
about two million hits. 

In addition to the free Internet service, OSAP offers a 
1-900 automated line that students can use to gain access 
to their account information. There’s a flat fee of $2 per 
call charged to the caller’s phone number. The nominal 
fee is to recover the cost of providing this alternative 
service. The same information on application status is 
available on both the Web site and the 1-900 automated 
line. The decrease in the use of the 1-900 line between 
1998-99 and 1999-2000 reflects the increasing popularity 
of the Internet and the increasing use of the free Web- 
based service. 

Students can also apply for OSAP over the Web. 
Introduced as a pilot project in 1998-99, it generated 
45,000 applications. This year, at the end of January, the 
number of Web-based applications is over 60,000, a 
jump of more than 30%. Last year, there were about three 
booklet applications for every Web-based one; this year, 
for every Web application, there are about one and a half 
booklet applications. We expect the number of Web 
applications to continue to increase. 

Applying for OSAP through the Web site doesn’t 
entail any cost on the part of the student. Returning 
students receive a pre-printed application requiring them 
to update existing information. Again, there is no charge 
when using this application. 

Future directions for OSAP. In November 1999, the 
government announced three actions to make OSAP a 
more efficient and fairer program: An improved income 
verification system will be introduced so that individuals 
who under-report income on their student loan applica- 
tions do not receive more assistance than they’re entitled 
to; tighter credit screening criteria will be applied to new 
loan applicants to better ensure that students with a 
history of credit abuse are not issued student loans; and 
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the default rate threshold at which institutions must begin 
to share the cost of student loan defaults will be lowered 
to encourage institutions to take further steps to reduce 
defaults. 

The Minister of Finance announced in the 1999 budget 
a new Aiming for the Top tuition scholarship, which will 
help students who earn top marks and require financial 
assistance to attend college or university. Starting in 
September 2000, these scholarships, with a value of up to 
$3,000 per year, will be awarded annually. Students can 
receive a scholarship for up to four years. 

In May 1999, the province signed an agreement with 
the government of Canada to replace the Canada and 
Ontario student loans with a single loan, starting in 
August 2000. This single loan will simplify arrangements 
for student borrowers and streamline the administration 
of OSAP. It will also allow Ontario to introduce 
improved interest relief and debt reduction programs to 
help students who have trouble repaying their loans. The 
harmonization agreement provides Ontario with access to 
the same terms and conditions for a risk-sharing agree- 
ment with lenders as is currently being negotiated by the 
federal government. 

The Chair: Thank you very much. That was an ex- 
cellent presentation. Ill turn it over to the government 
side, but I’ve just got one question that I’m sure every- 
body is dying to know. When you say that all calls are 
answered within three rings, are we talking about by 
voice mail or by a human being? 

Dr Christie: Both. 

Mr Richard Patten (Ottawa Centre): 
message machine. 

The Chair: We’ve got about 17 minutes for each 
caucus. We’ll start today with the government side. 

Mrs Tina R. Molinari (Thornhill): Thank you very 
much for your presentation. It’s very informative, and it’s 
good to see that a number of the recommendations that 
were made are in fact being implemented. There’s one 
question I have with respect to accountability, and of 
course this is the time of accountability, where everyone 
needs to take some ownership and responsibility. How 
are the colleges, universities and private vocational 
schools required to share some of the accountability and 
the cost in the default loans? 

Dr Christie: Typically, as Helmut noted earlier, there 
are default rate thresholds determined for these institu- 
tions. Those institutions with default rates above the 
threshold begin to experience a financial sharing of costs 
above that threshold. Helmut will provide the details. 

Mr Zisser: Prior to 1998-99, there was no sharing of 
default costs with institutions. The province paid 100% 
of default costs. There was also no designation of pro- 
grams with high default rates. Since then, institutions 
with overall high default rates in excess of the default 
threshold are responsible for reimbursing the ministry for 
the cost of program defaults in excess of the threshold. 
Default thresholds are determined on an annual basis. In 
the first year the program was put in place, the default 
threshold was set at 38.5%. That was 15% above the 


Mainly by 


average default rate in the province. The following year, 
the threshold was lowered by 5%, to 33.5%; that is in 
1999-2000. For the 2000-01 year, post-secondary institu- 
tions whose 1999 loan default rates are above 28.5% are 
required to share the cost of defaults for their high- 
default programs on loans issued after August 1, 2000. 

Institutions can become exempt from sharing the costs 
of loan defaults if they elect to drop one or more high 
default programs from OSAP eligibility; then their recal- 
culated institutional default rate will fall below that 
threshold. 
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In the following year, this policy will also apply to 
schools whose 2000 loan default rate is above 25%. So 
there has been a gradual process of bringing that down to 
25%. The goal is to reduce default rates below 10% by 
2003. 

Mrs Molinari: Thank you and just a follow-up. So it 
has been going down in the last number of years. Do you 
have any idea of predictions on the effects of that? Will 
institutions actually be taking some ownership, or are 
they going to be more conscious of what they’re doing? I 
guess the bottom line would be that they don’t want their 
grants to be affected, so they are going to be more aware 
that this is in fact an area. Are you finding that there is 
co-operation there, that there’s a willingness to partici- 
pate? 

Mr Zisser: There’s certainly evidence that institutions 
are taking default seriously and, as a result of receiving 
default information, are looking at that information in 
terms of the programs they’re offering to try to determine 
what value students are receiving from those programs, 
what practices they have as institutions that might con- 
tribute to high default, what they could be doing as 
institutions to better educate students in terms of their 
obligations with respect to loan repayment and also 
whether student loans make sense in all cases. I think 
there’s a pretty good indication that institutions have 
started to put in place processes to address default. 

The Chair: Mr Maves. 

Mr Maves: Go ahead, Julia. 

Mrs Julia Munro (York North): I have a couple of 
questions. In the last sheet you presented, you talked 
about future directions. It seems to me that obviously one 
of the areas that is important here is making students, that 
is, the current students in our secondary schools, more 
aware of what is I think a fairly important process for 
them when they’re making decisions with regard to post- 
secondary education. I wondered what ideas have been 
put forward to provide those students, who are now 
required to have an education plan from grade 7 onwards, 
what steps are being taken to have them aware of the 
kinds of detail and understanding of the processes with 
regard to student loans. 

Mr Zisser: We’ve drawn attention to the requirement 
for institutions to provide this information to students as 
part of the OSAP application process, and we currently 
publish the student loan default rates on the OSAP Web 
site. We’re certainly making sure that institutions provide 
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information on graduation and placement rates through 
their own means to students so that the information is 
available. Certainly one of the issues that has arisen is 
how we can better focus our communications to students, 
parents and others. In this respect, the minister has 
recently put together an advisory committee on student 
financial assistance that will look at the question of 
communications and how we better target these messages 
to the appropriate audience. 

Mrs Munro: My second question has to do again with 
page 23 of your slides. I wondered if you could give us a 
little more detail on the way in which you anticipate this 
loan harmonization with the federal government. It seems 
to me that this has been one that has created a great deal 
of confusion in the minds of recipients and the general 
public as a whole. 

Mr Zisser: Ontario is one of the two provinces which 
at this stage have signed agreements with the government 
of Canada to harmonize student loans. My understanding 
is that this process is also well advanced with other 
provinces, but we were one of the first to sign, in May 
£999; 

The harmonization has as its goal to produce a loan 
product that is simpler for students to understand, simpler 
for students to deal with and easier for everyone to 
administer, including government but also the lenders. 
Right now there is a complete duplication because there 
are two separate loans, two separate terms and condi- 
tions, two separate sets of repayment arrangements and 
two separate sets of measures if a student runs into diffi- 
culty with repayment. 

One of the issues that students face is having to 
educate themselves about the complexity of this product 
and then doing everything twice. So the goal of the har- 
monization is to create for the student a single loan 
document, a single set of terms and conditions, a single 
set of repayment and, in the event that a student needs 
assistance during repayment, that there’s a single set of 
instruments that can benefit them. 

Mrs Munro: Is there, as part of that negotiation, con- 
sideration being given in terms of the provincial situation 
as I understand it exists now, where the province is the 
guarantor of the student loans but the federal government 
is not for its portion? 

Mr Zisser: One of the features of the agreement is 
that it would make available to the province the type of 
risk-sharing arrangement that the federal government and 
the other provinces have with lenders. That was certainly 
one of the features that is there and that we would hope 
will be in place for the 2000-01 loan year in Ontario. 

Mrs Munro: Does this suggest, then, that the studies 
done by the ministry place the way in which the federal 
government manages its student loan risk to be advanta- 
geous for Ontario? 

Mr Zisser: I think most of our analyses would indi- 
cate that the guaranteed loan arrangement that Ontario 
has is one of the more expensive ways of delivering a 
loan product. Certainly, a risk-sharing arrangement 
would see some efficiencies and a reduction in costs to 


the province, costs which really don’t benefit students or 
taxpayers. 

Mrs Munro: Can you give us some idea in terms of 
the way in which other provinces have dealt with that? 
You did say that some have gone into a relationship with 
the federal government such as you are now entertaining, 
but I just wondered what the ratio is. Is it everybody but 
us or Somewhere in between? 

Mr Zisser: Quebec does not participate in the Canada 
student loan program. Other than Quebec, Ontario is the 
only province that is not part of the risk-sharing arrange- 
ments. 

Mrs Munro: I think Mr Maves has a question. 

Mr Maves: How much time do I have, Chair? 

The Chair: You have about five minutes. 

Mr Maves: OK. Thank you, gentlemen, for your 
presentation. I did note that from the auditor’s 1997 
report and his subsequent 1999 report, he concluded that 
you had indeed followed through in several areas on 
some of his recommendations for 1997. So I commend 
you on those areas. I want to walk through this for a 
second, though. Let me just ask, at what point do you 
write off a loan as being defaulted? 

Mr Zisser: Under the current arrangements with 
lenders, we act as the guarantor to the loan, so we expect 
the lender to make efforts to achieve repayment. But if a 
lender has issued a 30-, 60-, 90-day notice to the student 
and the student still has not responded and the loan is no 
longer in good standing, then the lender can return that to 
the province. They have to provide us with documenta- 
tion of the efforts they have made, and then, based on 
that, we will pay the claim. 

Mr Maves: OK. So we have an arrangement with the 
banks where they lend the money; while the student is in 
school, we pay the interest to the bank for the loan; six 
months after graduation, the student is required to start 
paying back the loan; 90 days after that six-month period, 
if the bank has sent them a couple of notices and they 
have not started to pay, they can then get all of the prin- 
cipal back—we’ve already been paying interest—from 
the government of Ontario, the taxpayers of Ontario. 

Mr Zisser: That’s correct. 
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Mr Maves: When that happens—I mean, that’s a 
pretty lucrative set-up for the banks, but once that 
happens, how do we then go after the student? 

Mr Zisser: Once the province has paid the claim to 
the bank, the ministry transfers the loan to the collection 
management unit at Management Board. They in turn 
transfer the loans to five private collection agencies that 
were selected to collect on all Ontario debt, and the 
private collection agencies then make the efforts to 
collect the money. 

Mr Maves: Have we been using those collection 
agencies long or is that something we’ ve just done in the 
past few years? 

Mr Zisser: The current approach to having all of the 
collection take place through private collection agencies 
started in January 1999. 
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Mr Maves: Previous to 1999, the government would 
pursue the debt. What was the recovery rate when the 
government was pursuing the debt? 

Mr Zisser: I don’t actually know what the recovery 
rate at that point was. The only information I have is that 
in the year prior to this arrangement coming into place, 
something in the order of $4 million was all that was 
collected on the outstanding accounts, but I don’t have a 
recovery rate. 

Mr Maves: That’s total for a year’s— 

Mr Zisser: For the portfolio that was there at that 
time, that was the total recoveries. 

Mr Maves: For that year? 

Mr Zisser: For that year. 

Mr Maves: OK. And for previous years on all these 
defaulted loans, it was a similar rate? Do you have any 
idea? 

Mr Zisser: I don’t have that information. 

Mr Maves: Do any of the members of the group 
know? I’d like to know what our recovery rate was. Prior 
to January 1999, when the Ministry of Education and 
Management Board went after bad debts that the tax- 
payers had paid off for students, I would like to know 
what the recovery rate was. What is the recovery rate 
experience since January 1999? 

Mr Zisser: We don’t have a rate calculation at this 
point. We simply know the total value of the monies that 
are being paid to the province by the collection agencies. 
An analysis of a rate like this would require a substantial 
amount of work, in that the loans that are in collection 
come from all the previous years and you would have to 
relate something back to a cohort or some other unit to be 
able to determine what it was for that group. Again, the 
information we have is simply the cash we are getting. 
We don’t receive information at this point of how many 
of the loans are in repayment with the collection agen- 
cies. In some cases, the payment we receive is as a result 
of the individual making a payment; in some cases 
they’re making a lump sum payment to pay off the entire 
amount; in some cases they’re settling the account. 

Mr Maves: Are we selling these debts to the collec- 
tion agencies? 

Mr Zisser: I believe that under the contract Manage- 
ment Board has at this point, it is a two-year contract 
during which the collection agencies have the right to 
collect on the accounts. 

Mr Maves: Are we getting a set amount or are we 
going to get a percentage of whatever they collect? 

Mr Zisser: Management Board has signed contracts 
with each of the collection agencies, and it’s my under- 
standing that there is a percentage that the collection 
agency receives for collection and the balance of the 
money comes to the province. So it’s a percentage. 

Mr Maves: Do you know what the percentage is? 

Mr Zisser: My understanding is that it varies by 
collection agency. There are five different contracts. 

Mr Maves: Are they public numbers? 

Mr Zisser: I don’t have the numbers. 


Mr Maves: So this is the first fiscal year for this, or 
do we have any numbers yet? Have we exceeded, in this 
arrangement, the $4 million that was there in the last 
year? 

Mr Zisser: Certainly we’ve exceeded it. The collec- 
tion process started in January 1999, so in the first three 
months of collections, because that was all that was left 
in the 1998-99 fiscal year, recoveries were $21.2 million. 

Mr Maves: Wow. 

Mr Zisser: This would have included some recoveries 
that were made under the previous arrangements. Then 
this year—that is, from April through to January—so far 
$35.7 million has been recovered. 

The Chair: We’1] have to leave it at that. 

Mr Maves: OK. I'll pick up, when you leave, some 
background. 

The Chair: I think Mr Peters has a comment about 
that. 

Mr Erik Peters: If I may make a comment on that, 
Mr Maves, with your permission, could the information 
also be supplemented by the value of the accounts turned 
over? I believe the value of the accounts turned over by 
the ministry to CCS and then to the private sector collec- 
tion agency—am I not right that there was a hiatus, there 
was a time period where you couldn’t turn over accounts 
to CCS, so that this $4 million may be a particularly 
skewed number? To give you a little bit of a history of 
how this works, it may be worthwhile to relate the value 
of accounts turned over for collection with the collection 
year by year. 

Mr Maves: Wouldn’t the accounts be cumulative 
also? Aren’t we trying to get the money from previous 
years? 

Mr Peters: We are, but I think there was a period of 
time where CCS was in a hiatus, where they were not in a 
position to accept accounts. So various collection years 
were affected. 

We reported to this committee, actually, when we 
dealt with CCS, that there was a year, and I believe it was 
1998, when collections virtually dropped to 50% of their 
normal volume because they had real problems in getting 
information across. It wasn’t just this ministry; it was the 
relationship of the Central Collection Service of the 
government with everybody else in the government. 
That’s why this information may give you a clearer 
picture of the success. 

Mr Maves: Do you know, Auditor, since you did this 
audit in 1997, what the previous annual numbers were for 
recoveries? 

Mr Peters: Since 1997, did we audit this particular 
area? 

Mr Maves: No. You audited in 1997. In the years 
prior to that, what were typically the annual recoveries 
that were being made in the old system? 

Mr Peters: They are in one of my annual reports. I’m 
not sure up to which date we reported, offhand. I don’t 
recollect. 

The Chair: But does the ministry have the figures as 
to how much you collected in the years prior to 1998? 
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Dr Christie: We don’t have them with us at the 
moment, but I believe, in discussion with Helmut, that 
what we can assemble is the annual dollar recovery 
versus the cumulative amount outstanding for recovery. 

The Chair: Could you table that for the committee? 

Dr Christie: Yes, we can. 

The Chair: The other question that Mr Maves asked: 
Do you have the amount that was actually turned over to 
the collection agencies for collection? 

Dr Christie: Yes. That should be part of the total out 
for recovery, so we’ll identify what’s available and we’ll 
provide everything that’s available to the committee. 

Mr Patten: Good morning. I’m just going to ask some 
questions in the first round related to your report, and 
then I have some others from the auditor’s report for 
clarification. 

The performance agreements with institutions are 
related to the OSAP arrangements, right? This has noth- 
ing to do with the certification or the licensing of the 
private vocational schools. 

Mr Zisser: That’s correct. 

Mr Patten: OK. Now, what is the interrelationship 
with the office that does the licensing and certification, 
which to me is part of the root cause of the problem of 
the manner in which many of these loans have been 
managed by some of these institutions? The reason I say 
this is because my riding is in Ottawa Centre and I have a 
fair number of downtown, private vocational institutions, 
and they are coming in in droves. Perhaps that’s an over- 
statement. Many of them are continuing to operate and 
are establishing new offices because of the high-tech 
sector in the Ottawa area. Therefore, the standards of 
acceptance for licensing and certification are important, 
because many of these institutions have high fees, 
$18,000 or so, and part of their promotion for attracting 
students is, “We will help you get a loan if you are in 
financial need.” That’s promoted quite stridently in a 
number of instances. I could provide some examples of 
that; you probably have this. In your attempt to be more 
stringent in putting pressure on them for their obligations 
related to student loans, is there not a relationship also in 
terms of the continued growth of this particular sector? 
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Mr Zisser: The licensing of a private vocational 
school takes place pursuant to the Private Vocational 
Schools Act. That act is a piece of consumer protection 
legislation which is intended to ensure that there are 
some minimum assurances to the consumer for a school 
which is in the for-profit business of providing vocational 
education, that is, education that leads to employment in 
an occupation. Those assurances are essentially around 
the facility: that there has been a fire inspection, for 
example; that there is a curriculum; that there are instruc- 
tors who meet certain minimum standards; and that the 
school has posted a bond in the event that a student is not 
satisfied with their program and wishes a refund. The act 
specifically sets out conditions under which a student can 
have a refund and the rate of refund they are to receive. 


Essentially it’s consumer protection to get a refund if 
you’re not happy with the product. 

The student assistance program, then, sets further con- 
ditions in terms of what constitutes post-secondary 
education. Generally the definitions we use are defini- 
tions that are used in other provinces: that the program 
must be a minimum of 12 weeks in length; it must lead to 
a certificate, diploma or degree; it must serve individuals 
who have completed grade 12 or have mature student 
status; and the institution must be licensed or recognized 
in some manner. Those are the entry requirements. 

The performance requirements set a further set of 
conditions on the school with respect to the due diligence 
that the ministry expects if an institution is going to 
participate in the student loan program. Those require- 
ments are essentially around making sure that students 
have been given proper information about the loan 
program, that the application is carefully screened by the 
institution, that the supporting documentation is carefully 
reviewed and that the institution then adheres to require- 
ments with respect to students’ attendance at the institu- 
tion and students making academic progress in order to 
maintain their benefit. The agreement we sign with 
institutions is around good management in terms of the 
administration of the student loan program. 

Mr Patten: Is there any federal legal tie-in here, or is 
it all provincial? 

Mr Zisser: The regulation of the schools is a provin- 
cial matter. There are entry requirements for schools to 
become approved for OSAP as well. We require a school 
to have been in operation for a minimum of one year 
before we will extend Canada student loan eligibility to 
the school. The school must then administer that appro- 
priately for a minimum of two years and there must be an 
audit completed that verifies the administration was 
properly carried out. At that point they can be considered 
for Ontario student loan designation. 

Mr Patten: On the issue of income verification, you 
talked about a double-check a year with the CCRA for 
incomes reported by students, parents, spouses and who- 
ever else in between. 

The confidentiality or accessibility to the files, does 
this remain always with the students? My point is, for 
parents who are perhaps making contributions or are part 
of the—the file of parents is available for the program, 
but do the parents have access to the student’s file in 
terms of whether their payments are being made or any- 
thing of this nature? 

Mr Zisser: No. The ministry is governed by the free- 
dom of information and protection of privacy legislation, 
and we seek from the student a proper release with re- 
spect to accessing their taxpayer information. We seek 
similar releases from parents and spouses. There is no 
practice of sharing that. 

Mr Patten: No, I meant that the other way around. 
I’m sorry. I meant, can a parent find out whether their 
offspring, the student, is fulfilling the obligations of 
repayment of a loan? 

Mr Zisser: Not from us. 
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Mr Patten: From anybody? 

Mr Zisser: Since the loan is with a bank, it would be 
whatever banking policies are. I would imagine in most 
cases that banks would not be revealing information from 
their clients to anyone else. 

Mr Patten: OK. That’s a little unfair, it seems to me. 
But anyway, I won’t comment on it now. I’ll speak to my 
son. 

The Chair: Would you like to declare a conflict of 
interest there? 

Mr Patten: No, no. I’ll speak to the bank. 

In your section under “Increased Accountability for 
Students,” requiring submissions or receipts for child 
care, in this whole area of child care, the support for 
students for child care purposes, have there been any 
changes in the application of support? I continue to hear 
especially from women who are saying they want to go 
back to school and what is calculated as income—the 
loans, for example, are calculated as income, which 
immediately makes them inaccessible for child care 
support. Is that true or is this old information? Are we 
still having difficulties with this? 

Mr Zisser: Assistance for students with children can 
be provided in a number of ways. First of all, the loan 
program itself will recognize the number of children a 
student has in terms of providing additional assistance, 
depending on number of children. The assistance for the 
first two children comes through the loan program itself. 
In addition to that, the ministry has a bursary program to 
provide assistance with child care, and that is for the 
third, fourth and fifth child. There is also a Canada study 
grant for students with dependants that essentially works 
by replacing a loan with non-repayable bursary assistance 
for students with children. All of those mechanisms are 
there to assist students with their child care costs. 

Mr Patten: If we can construct a little case, let’s say 
here’s a single mom with two children. She wants to go 
back to university and is on welfare. Tell me what 
happens in that case. She’s saying: “If I can get support 
for child care, that’s the major problem and stumbling 
block for me. But I’d need a little bit of OSAP money.” 

My understanding is the OSAP money is considered in 
the application as income rather than a loan, and that’s 
added to the welfare amount and therefore there is a 
question of eligibility for child care support. 

Ms Zisser: So you’re not talking about how OSAP 
provides support to students, but how OSAP relates to 
child care programs at the municipalities. 

Mr Patten: Yes. What’s your experience? I don’t 
fully understand where the problem is, but people are 
saying there is a problem there. It’s not quite as clean as 
what it seems. Are you saying that if somebody is on 
welfare and they need child care, they should not talk to 
the municipality at all about child care; they should be 
incorporating that need assessment as part of their 
discussions around the OSAP grant? 

Mr Zisser: OSAP certainly builds it into its need 
assessment. For example, for students with one or two 
dependent children, we would be providing them, 





through the loan program, $40 per week per child, or $83 
per week per child for sole-support parents. That is 
simply built into the assessment— 

Mr Patten: That’s a grant, though; it’s not a loan. 
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Mr Zisser: For the first two children it’s part of the 
loan. Since many of these individuals will end up with 
loan funding in excess of the $7,000 for two terms, in 
effect it turns into a grant when they complete their 
studies. Those individuals who have more children will 
now be eligible to receive the child care bursary for the 
additional children. 

Mr Patten: All right. This is perhaps part of the same 
thing, the “Increased Contributions from Students with 
Assets” section that you referred to, and you said assets 
include vehicles, bank accounts, investments, RRSPs, 
level of eligibility. The level of eligibility, first of all, for 
an OSAP grant in terms of income was $900? If someone 
makes more than X amount a year, part-time or whatever, 
obviously part-time in most cases—where do they not 
qualify? What’s the level of income? 

Mr Zisser: OSAP always looks at a student’s need 
and it calculates the need first by looking at the student’s 
education costs. It would look at their tuition fee, their 
ancillary fees, book costs and so on. It will also then 
calculate a value for living costs, things like child care 
and so on. So it creates a figure for costs. 

On the other hand, it looks at the student’s resources. 
When it looks at resources, it looks at the 16 weeks 
leading up to the study period and asks, “How much is 
the student making there?” and it expects some contribu- 
tion from those earnings. It would look at any resources 
that a student might have during their study period: For 
example, are they receiving scholarships, grants, 
bursaries? Do they have part-time employment? Then it 
makes a calculation based on those two factors to deter- 
mine whether the costs exceed the need, and to the extent 
that the costs exceed the need, the program is in a posi- 
tion to recognize that up to certain pre-established levels. 

In the case of the study period contributions, the 
program currently exempts the first $600 of resource, and 
then for every dollar beyond that will consider 80 cents 
of that as a resource to the student’s education. 

Mr Patten: How did you arrive at $600? 

Mr Zisser: That is the Canada student loan national 
policy. 

Mr Patten: So that’s the reason. What’s the rationale 
for it? It’s a pretty feeble number. It’s a ridiculous 
number, really. 

Mr Zisser: My understanding is that there were exten- 
sive consultations taken by the federal government back 
in 1993-94, where they looked at various models of 
doing this, and this was the policy option they adopted 
based on that. 

Mr Patten: OK. 

The Chair: Ms Martel now. We’ll be going five 
minutes over because of the earlier intervention, so 
you’ve got your full 18 minutes. 
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Ms Shelley Martel (Nickel Belt): Thank you for 
coming today. Before I ask you some questions, though, I 
wanted to make a comment about the collection efforts 
because I saw Mr Maves’s eyes light up when he heard 
how much those private collection agencies were taking 
in. I think it’s incumbent upon me to go back to what the 
auditor said in 1997 about collection agencies, because 
we dealt with it at the time, and it would be relevant if 
the researchers could get some additional information. 

In his 1997 annual report the auditor said, “There has 
been a serious lack of student loan collection activity 
during the last year, primarily because Central Collection 
Service”—which is government—‘“experienced a 50% 
reduction in staffing and had not accepted new loans for 
collection since May 1996.” The status of the accounts at 
the end of October 1996 as reported by the auditor was 
that there were 45,000 claims, $99 million worth in 
default. So the issue really is, what went on in govern- 
ment in terms of collection, if anything, from May 1996 
until these files were turned over to private collection 
agencies in January 1999? The fact is that there were no 
loans being collected from any source, not just OSAP but 
AG as well and other ministries, where there was no 
work going on at all. 

If we’re going to make a valid comparison about the 
efforts of the private collection agencies versus perhaps 
the efforts of government staff, we would probably have 
to go past 1996 and into 1995 and 1994 to get some idea 
of what was actually going on in that branch, because it 
was clear there was nothing for what may have been a 
two-year period. 

On the collection agencies, though, to the ministry— 
and perhaps you can’t provide this information because 
the contracts are not directly with you but with Manage- 
ment Board—I would really like to know why we’d have 
different percentages of collection with the different 
collection agencies. I can’t even understand why the 
government would set a different rate, in terms of percen- 
tages, with each collection agency. Do you have any idea 
of how that was arrived at? 

Mr Zisser: Through a competitive bidding process. 

Ms Martel: I understand that they might have been 
chosen through a competitive bidding process. I’m won- 
dering why the government would actually set different 
rates of repayment to private collection agencies. Why 
would they not have a set percentage? If you collect a set 
percentage, a set percentage comes back to the govern- 
ment and a set percentage goes to all five collection 
agencies. Why the variation between collection agencies? 

Dr Christie: I think probably the best way to address 
your question is for us to talk to Management Board and 
determine what, of those processes—some of them may 
have been commercially private—we can bring forward 
in answer to that question. This was a process undertaken 
by Management Board. 

Ms Martel: When you’re talking to them, if you 
could, just to be clear on what I’d like to see—I think the 
auditor already mentioned it—the total value of the 
defaulted loans that went to the collection agencies. I’d 


be interested in knowing why there are variations in 
percentages, but also the percentage that the government 
has received then from the five contracts, and the per- 
centage that the private collection agencies have received 
as a result of the five contracts as well, so that we have 
those figures. 

Let me begin by asking some questions with respect to 
your presentation. On page 22 you talked about the 
ability of individuals to apply for OSAP through the Web 
site. If I might, Mr Zisser, you mentioned a couple of 
times that if they do it that way it’s free, which leads me 
to the question of, what is the fee for a student who wants 
to use a paper application to apply for OSAP? 

Mr Zisser: It’s $10. 

Ms Martel: If you call OSAP as a student and request 
some information—perhaps what’s happening with your 
loan, whether it is going to be processed—is there a fee 
for that as well? 

Mr Zisser: There is no fee if you call the regular tele- 
phone number; there is a fee if you call the 1-900 service. 
However, students who are attending Ontario institutions 
who want information about their loan are encouraged to 
deal with the financial aid office at their institution. 
Those financial aid offices all have direct access to the 
students’ information. All of the public institutions have 
on-line access to our computer system and are in a 
position not only to provide information to students but 
to actually serve students by processing whatever trans- 
action is required. 

Given the large number of students that we’re trying 
to serve and also the very real issue in terms of all 
students wanting service on the same day in the year, we 
need a system that distributes that work across to the 
financial aid offices. They are also in the best position to 
actually know the student’s full set of circumstances and 
provide a complete service. 

Ms Martel: What’s the cost for the 1-900 line? 

Mr Zisser: It’s $2. 

Ms Martel: I didn’t really understand the difference 
between the 1-900 line and a regular call, so maybe 
you’d better explain that to me. Who would use the 1-900 
line? 

Mr Zisser: The 1-900 line is a way for a student to 
gain access to their account information. It’s a voice 
interactive system that allows students to input their 
security code and, with that, to then obtain access to the 
status of their loans. So from a telephone they can find 
out: “Did you receive my application form? Did you 
assess it? What is the amount of loan? Are there errors on 
it? What are they? What do I need to do next? Do I have 
loan forgiveness owing to me?” and so on. 

That same service is available through the Web, 
presented in a graphic form. Students would again have 
to enter their personal identification number to access the 
information. 
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Ms Martel: | still don’t understand why there’s a fee 
for one telephone call and not a fee for another. You can 
get virtually the same information. In one case you’d 
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have to wait to talk to someone, a live body, but you 
essentially are asking for the same information, essen- 
tially the same student. Why is there a fee for one call 
and not for another? 

Mr Zisser: The students we generally serve through 
Thunder Bay would be students who are studying out of 
country, where we’re acting as their financial aid office, 
or individuals who have inquiries that are not specifically 
related to the current year’s application. What we are 
trying to do is to encourage students to make use of the 
financial aid office at their institution for those purposes 
or to serve themselves by going to the Web or going to 
the 1-900 service. 

Ms Martel: If the student is appealing their OSAP 
loan, who are they generally calling? Their financial aid 
office or OSAP in Thunder Bay? 

Mr Zisser: A student who is asking for-a review— 
that’s how we refer to an appeal at the first stage—is 
dealing with their financial aid office. Financial aid 
offices have been delegated the authority to handle those 
issues. If a student then is still not satisfied with the 
outcome of that, they can move that forward to the OSAP 
Appeal Board. In that case, they would then be dealing 
with our secretary who handles those issues for the board 
here in Toronto. 

Ms Martel: Can I ask how many students would have 
to use that mechanism, would have no choice but to call 
you in Thunder Bay with respect to that? 

Mr Zisser: With respect to? 

Ms Martel: The OSAP Appeal Board. 

Mr Zisser: Total appeals in 1999-2000 were 82, I 
believe. 

Ms Martel: So it’s only those people who would be at 
the board who would have no choice but to call you in 
that circumstance, those 82? 

Mr Zisser: That’s correct. 

Ms Martel: Let me ask, when did you implement the 
policy of fees? 

Mr Zisser: I believe the $2 fee was implemented 
around 1998-99. 

Ms Martel: And the $10 fee? 

Mr Zisser: Sorry, the toll charge line was introduced 
in November 1996 and the $10 fee was introduced in 
1998-99. 

Ms Martel: Can you tell me, how much has been 
collected in fees thus far between the toll charge and the 
$10 charge for a paper application for OSAP? 

Mr Zisser: In 1996-97 the net revenues for the $2 toll 
line were $46,535; in 1997-98 they were $332,845; and 
in 1998-99 they were $311,512. 

Ms Martel: So somewhere in the order of over 
$700,000. My math is not great. But just quickly, 
$680,000 maybe. Can I ask where those fees go. 

Mr Zisser: They are directed to the consolidated 
revenue fund. 

Ms Martel: So none of these fees go back into post- 
secondary education at all. A full 100% of the fees 
collected go directly to the consolidated revenue fund. 

Mr Zisser: That’s correct. 


Ms Martel: OK. Let me go back into your presenta- 
tion as well. On page 9 you talked about reducing student 
loan defaults. You had the loan default rates and you 
gave us a number of figures through 1996, 1997, 1998 
and 1999. For 1996, just to use it as an example, you said 
the default rate was 18.6%. I’m not clear what that 18.6% 
represents. Is it the total number of students who applied 
for and are in receipt of OSAP in Ontario at a particular 
time? How do you arrive at that percentage? 

Mr Zisser: We use a cohort method to do that. So for 
1996, we used the 1993-94 cohort of students who would 
have completed their studies, and then two years after 
that point we measured to see, have they repaid their 
loans or not? So the base number is the number of 
students whose final year of study was 1993-94, and then 
the defaulters are, of those students, the ones who have 
two years later not—where we have paid the claim on the 
loan. 

Ms Martel: So it’s been paid out already. Do you 
have the actual numbers to match against the percent- 
ages? 

Mr Zisser: Yes. I don’t have the 1997 rates. We do 
have those numbers; they were published. I just did not 
bring that half-inch of paper with me. 

Ms Martel: There are two things I’d be interested in: 
one, the number of students that is represented by 18.6% 
and, second, the monetary value that the 18.6% repre- 
sents, what is the monetary value in terms of defaulted 
loans. 

I ask this because in his 1997 report the Provincial 
Auditor looked at the trend in student loan defaults as 
part of his review, and he provided a graph in that report 
that went up to 1996-97, but clearly stopped there 
because he reported in that year. 

The increase was quite dramatic in the default: In 
1994-95, the total cost of defaulted loans was in the order 
of $21 million; in 1995-96, it was $35.3 million; and then 
in 1996-97 it jumped to $62.6 million, a dramatic 
increase, almost double, in one year. I would be inter- 
ested in knowing then what the total value is. While the 
minister has said recently that we’re reducing our loans, 
she didn’t give the figures. So I’d like to know how 
dramatic the reduction is and if we’re only slowly 
climbing down from what was a very high period of 
defaults noted in 1996-97. 

Mr Zisser: The only year I don’t have is 1996-97, but 
we can certainly put together that series of numbers. It 
would have been included in the ministry’s estimates. 

Ms Martel: That would be helpful, if you could go 
back. You see, we have the information already up to and 
including 1996-97. The information we have includes the 
average value of the claims, the number of claims, and 
then the total cost of the defaulted loans. So if that’s a 
pattern that you can work with, that was already pre- 
sented by the auditor in his 1997 report. If we could have 
the same comparisons for the balance of the years, that 
would be very helpful. 

On page 10, you were talking about reducing student 
loan defaults and you listed a number of strategies that 
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you’re using. I was interested in the second one in parti- 
cular, that institutions are to share the cost of high-default 
programs, and you mentioned established thresholds with 
respect to that item. I didn’t catch all of the information, 
so can you explain to me a little more fully: Is it a differ- 
ent threshold per institution? What percentage is it of 
potential defaulted loans? How do you arrive at the 
calculation? And is it different institution by institution? 

Mr Zisser: The thresholds that were established are 
the same for all institutions, and in the first year of the 
policy, the threshold was set at 38.5%. So institutions 
that would have been affected by the default sharing 
policy would have had to have a default rate of at least 
38.5%. Any institution that had a default rate below that 
was not affected by the policy. At those institutions that 
had a default rate in excess of 38.5%, the ministry would 
have made a calculation as to the amount of loan that 
would be affected and the institution had the option of 
either posting some form of security for that amount or 
discontinuing one of those high-default programs that 
may have been putting the institution above that thresh- 
old. 

Ms Martel: I’m sorry, did you give us, when you 
were speaking on this page, the number of institutions 
that found themselves in that position? 

Mr Zisser: No, I didn’t, but I know we have that 
information somewhere. 

The Chair: That will be the last issue. We’ve gone 
through the time period. 

Ms Martel: Can we just wait for the response? 

The Chair: Sure, we’ll wait for the response. 

Ms Martel: You can bring it back to us later, if you’d 
like. 

Mr Zisser: I know we do have a count of how many 
institutions were affected by that. 

The Chair: OK. The one question that I have arising 
out of that is, have you actually collected on any of the 
securities that have been posted, or is this a matter that 
has been left in abeyance to see what’s going to happen 
over the next number of years as far as the default rate 
with those institutions is concerned? 

Mr Zisser: The policy was not retroactive, so what 
the postings relate to is the class of students that would 
be starting in that year. The calculation would then be 
done for that class of students when they had finished 
their studies two years after. So the first time that we will 
be looking at that issue will be next year. The purpose of 
the security, of course, in the case of private schools, is to 
make sure that there is some security there. 

The Chair: Right. Thank you very much. We will 
recess, then, until 1:30. 

The committee recessed from 1203 to 1335. 

The Chair: I would like to reconvene the hearing on 
the Ontario student assistance program. We’re back to 
the government side for 20 minutes of questioning. 

Mr Maves: I’m just going to try to pick up where I 
left off, actually. I had asked questions about the recov- 
ery rate, if we could have some numbers of what 
previous recovery rates had been by the ministry and 


what they are now that the collection agencies have taken 
over. I just wondered if you had any opportunity to get 
those numbers over the last hour and a half. 

Mr Zisser: I think we have determined that we don’t 
have recovery rates per se at this point, simply because 
we haven’t been able to do such calculations and such 
calculations have not been provided to us either from the 
collection agencies or Management Board at this time. 

Mr Maves: [ had it pointed out to me in the auditor’s 
1997 report—I think it was in the 1997 report—that 
where he did an audit of the CCS, the collection service, 
he was unable to even come up with any numbers of 
what was being recovered on an annual basis in previous 
years. I don’t know how many of you were there at that 
time, but that’s quite disconcerting to me as a member of 
the government, that the ministry couldn’t even provide 
numbers on what they had recovered once the CCS had 
taken over the debt. I wonder if you have any comment 
on that. 

Dr Christie: None other than that some of the reforms 
undertaken at Management Board to deal with collections 
and the collections process were undertaken for that 
reason, to improve the process, and we have a more 
centralized and better managed collections process. In 
terms of the particular numbers you’re asking about, we 
are following up with Management Board to secure the 
numbers. 

Mr Maves: I appreciate that. 

Continuing along, quite often I hear the banks, when 
we talk about OSAP and Canada student loans—and I'll 
review it again. Banks lend the money to the students. 
We pay them the interest on it when the students are in 
school. We then pay the interest six months before the 
students have to pay it back. After 90 days, if it’s 
defaulted on, we pay the bank. The banks often complain 
about being involved in this system. What is the down- 
side to the banks in the system? Is there one? 

Dr Christie: I think the downside to the banks overall 
has not been their involvement in the Ontario side of the 
student loan process. 

Helmut pointed out earlier that Ontario is one of only 
two provinces that were not under the same loan system 
as the federal government over the last several years. The 
arrangement the federal government had with the banks 
was basically a 5% default arrangement whereby they 
paid the bank 5% based upon an estimated default rate, 
and then the bank was responsible for collecting. As it 
turns out, defaults were considerably higher than 5% 
across the country. That hit the banks rather than the 
federal government. A number of banks through that 
period were very unhappy with the amount of money that 
it was costing them, and in fact indicated that they would 
not continue the student loan arrangement under those 
conditions, which is in part why the federal government 
has been renegotiating the structure of the arrangement. 

Mr Maves: If the system that we have right now with 
the banks is so, to me, safe and lucrative for banks—not 
only that, but they pick up clients because a student may 
take a bank account with Scotiabank and be there for four 
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years, and even after they default and nothing happens to 
them, they probably will still end up banking at Nova 
Scotia. So I know that part of the rationale for banks 
being involved in this is that they get a client base. Con- 
sidering how lucrative the system is right now for the 
banks, I’m just wondering if the ministry has considered 
negotiating ourselves a different deal, perhaps even by 
tendering it to the banks and saying: “Look, if you want 
this business, let’s tender it and you come up with a 
process whereby we’re not getting dinged for so much of 
it, but you’re still going to get a benefit.” Have we ever 
considered doing something like that? 


Dr Christie: That’s the kind of activity the ministry 
has been undertaking in the last couple of years. I will 
stand to be corrected by the people who are more directly 
involved, but there was a tender to the banks for a 
redesigned loan program a year or two or 18 months ago, 
I believe, on which we did not receive attractive 
responses. At that point we began discussing with the 
federal government their negotiations with the banks for 
a revised loan arrangement. One of the things that people 
told us would result in a better deal for taxpayers in 
Ontario was a harmonized arrangement with the federal 
government that simplified things for students and 
lowered administrative costs for the banks, and hopefully 
we would be able to capture some of that benefit in a 
better loan arrangement. 


That is what has been done over the last year or so, 
and as Helmut noted, last May there was in effect an 
agreement in principle signed for a harmonized federal- 
provincial loan arrangement that would have somewhat 
more attractive features. 


Mr Maves: I take, then, based on the federal set-up 
that we’ve done the calculations and said, “If it cost us 
6.95%, but we no longer had to swallow the defaults that 
we do, we’d be better off.” Have we done those? 


Dr Christie: We have done those calculations. Again, 
depending on the default rate and how it’s structured, we 
could certainly be better off. As Helmut noted, the de- 
fault rate at the moment is around 18%. Default rates 
below 18% will certainly be to our benefit. 


Mr Maves: I guess what hangs over it is what the 
ultimate performance is of the contracting out of the debt 
recovery. If that vastly improves the picture for us, then 
giving the banks 6.95% or whatever it is up front may be 
less attractive to us. 


Dr Christie: I’m not an expert on the collections 
process, by any stretch of the imagination, but what 
people have told me is that once a loan goes into collec- 
tion, your chances of material recovery on the loan are 
not great; that the best way to recoup value is to keep the 
loan in service and in payment. You’re likely to have a 
better outcome that way. 

Mr Maves: How long after a collection agency gets a 
debt from us now will that debt remain on the books? 
Can they go after it forever? Is there a certain point in 
time where a person can resurface and no one will go 
after them for that debt? Any idea how that works? I 


heard you in your presentation say something about 10 
years and that was the bankruptcy law. 

Dr Christie: Ten years in the bankruptcy law is how 
long—and I’m always open to correction from my 
colleagues here, but my understanding is that at the 
moment a person cannot avoid their student loan debt by 
declaring bankruptcy. That student loan debt will stay 
with a person for 10 years, whether or not they declare 
themselves bankrupt and are freed of other liabilities. 
That’s what I believe the 10-year period refers to. 

On the collection side, as we noted this morning, I 
don’t know the details of the agreements with the collec- 
tion agencies, so I don’t know the answer to how long 
they would pursue a loan. It would be my expectation 
that, given the costs of pursuing a loan, there will come a 
point where it will not be worth their while to continue 
spending money pursuing a loan on which they’re not 
realizing anything. 

Mr Maves: As a layperson I almost can’t understand, 
when someone owes a debt to the taxpayers of Ontario, 
why it wouldn’t be rather simple for us to collect that 
debt, assuming the levers that we should have available 
to us: garnisheeing wages, garnisheeing tax returns, 
limitations on reissuing of their licence and so on and so 
forth. I think most Ontarians would be astonished that a 
government has so much difficulty recovering debts 
owed to taxpayers. 

Dr Christie: Over the last several years, the ministry 
and government have extended the range of instruments 
that they employ for exactly the reasons you cite. 
Because of the difficulty that one has, we have put into 
place, for example, the arrangement with the federal 
government on income tax set-offs. Where someone is 
getting money back on their tax return, we’ll have a prior 
call on that against the student loan. But even there, there 
are conditions on that. If the person’s income is very low, 
Revenue Canada has, in effect, a hardship test and they 
won’t off-set the tax return against someone whose 
income is very low. Now, in many cases it’s likely to be 
a person with low income who’s unable to pay off a 
student debt. None of these vehicles is a guaranteed route 
to it. It’s often difficult if a student moves out of province 
etc. Through ways other than national level means, like 
the income tax system, it is very difficult often to even 
track someone down if they have moved to another 
province and don’t need an Ontario driver’s licence any 
more. 

Mr Maves: I notice the Queen’s University table; 
21% of their mathematicians default on their loans. I 
guess the math makes sense for them to default. The 
other one, you’d think there was a moral obligation to 
pay, but those in theology have a 16% province-wide 
default rate. 

Mr Patten: In God’s hands. 


Mr Maves: Lawyers have 8%. I guess they know the 
law well. 

The ICL, income-contingent loans, have you contin- 
ued to pursue that or have we decided it’s so impossible 
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to get an agreement with the feds that we’re not going to 
spend any more energy on that? 

Dr Christie: We certainly pursued the feds vigorously 
on classic income-contingent loan programs, and there 
were strong features of that in what was tendered to the 
banks some time ago. We’ve preserved a number of 
features of that in the harmonized agreement with the 
federal government, which contains features whereby 
indebtedness and payment history is reviewed several 
years—is it five years, Helmut, or three years in? 

Mr Zisser: Five years. 

Dr Christie: They are reviewed five years into the 
repayment period, and depending on the person’s in- 
come, there may be additional forgiveness at that point in 
the repayment period, the theory being that if people are 
not generating the income to pay the loan, it’s foolish to 
force them into bankruptcy when they aren’t going to be 
able to pay it anyway. So there is that form of income- 
contingent loan relief built into the harmonized agree- 
ment with the federal government. 

Mr Maves: Have you looked at any processes used by 
the other provinces? Are any of them more successful, so 
that we should be adopting some of what they’re doing? 
Are any of them contracting out that repayment? 

Dr Christie: I’1] ask someone else to address the loan 
repayment piece. Most other provinces, on the student 
loan side, had functioned under this 5% deal that the feds 
had with the banks. Therefore, the defaults were the 
banks’ problem and not the province’s problem. The 
banks made it very clear that that will no longer be the 
case. They won’t engage in a student loan program under 
those conditions. So it would be my expectation, at least 
with respect to student loans, that because we’ve had to 
deal with them longer, we would likely have a more 
thorough process than other provinces did which are just 
beginning to have to think about having to deal with 
them. But I’ll ask any of my other colleagues, who might 
have a better feel for what other provinces do, to 
comment. 

Mr Zisser: The other provinces that are under the risk 
premium are, as the deputy mentioned, not in this busi- 
ness, because the debt is essentially being handled by the 
bank. 

Mr Maves: The last thing I wanted to ask—I know 
Mrs Munro has a question and Mrs Molinari has one— 
the Credit Valley seemingly scam. Can you explain what 
went on there, and what are we doing about it? 
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Dr Christie: The Credit Valley case—I’1ll ask Helmut 
to comment as to where that is with the courts at the 
moment, because I’m just a little leery depending on 
where it is in the courts. 

Mr Zisser: As we understand, it is before the courts 
right now, so we shouldn’t be talking about the particu- 
lars of the case. We could certainly talk about the steps 
the ministry is taking to make sure it properly administers 
OSAP and also the steps we’re taking to make sure 
we’ve learned from this experience in reviewing our 
processes. 


Dr Christie: Helmut might also want to comment on 
the general practices of the ministry in instances, not 
necessarily this particular one, where questions are raised 
with respect to occurrences at an institution, including the 
administrative practices followed. 


Mr Zisser: The program relies on post-secondary 
institutions for delivery of OSAP, so the accountability 
framework we have really relies on, first of all, a clear set 
of requirements, which we have in place through the 
performance requirements. Those requirements also set 
out consequences in the event that there’s a failure to 
comply, and we do monitor that through the audit process 
so that there is an annual basis for us to be able to deter- 
mine: Is an institution complying with this? 

In addition to that, one of the things the ministry does 
is that we do monitor, and we do that quite frequently 
now, any trend changes in terms of school performance. 
We look at factors related to patterns in enrolment, 
patterns in withdrawal, changes to tuition and so on. 


Mr Maves: I appreciate all that. I’m going to finish. 
Then, Chair, maybe if we’ ve got about three or four more 
extra minutes, my colleagues could ask their questions 
and then we would probably be done for the day. 


We’re pursuing Credit Valley in the courts and—you 
nod your head; thank you. OK, I’ll leave it with you, Ms 
Munro. 


Mrs Munro: I want to come back to the issue of 
harmonization, just for my own clarification, to be able to 
understand where the federal government has now indi- 
cated that they wish to move from the 5% to I believe 
6.95%. 

We were talking about the default rate currently 
standing at 18%. Is that correct? The ministry’s objective 
is to reduce that to 10%. That’s my understanding. I just 
wondered, following along in the conversation you had 
with Mr Maves, whether as part of that negotiation there 
would be an opportunity to revisit any agreement in light 
of changes in the default rate. Do you see that as a factor 
that would influence the position being held by the bank 
and, obviously, the point of view of the province in any 
ongoing agreement, not only the harmonization but, as a 
kind of subset to that, the relationship with the bank? 


Dr Christie: Perhaps I could just make a general 
comment and then ask Helmut to deal with it further. It’s 
important to understand, at least as I understand the 
harmonized deal, that the bank does not take all the risk 
above 7%. There’s a 7% threshold, if you like, for the 
system. If the system as a whole runs defaults at 20%, 
then system-wide the difference is still to the cost of the 
sponsoring governments. But where the banks are at risk 
in this system is that if the system-wide default rate is 7% 
and bank A manages to secure 5% as defaults on their 
loans, they get to keep the improvement they’ve made, 
but if instead it’s 9% for that bank they have to pay the 
amount above the system average. But if the system as a 
whole produces differently than the 7%, then overall that 
cost is charged to governments. Banks are not bearing 
that risk. 
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Mr Zisser: Banks are looking to governments to take 
measures to improve the performance of the program. 
They’re not happy with some of the situations that have 
developed in the past regarding student loan default. So 
the federal government, in the period leading up to their 
renegotiation of their agreement—because they had a 
five-year agreement and it expires this July 31—paved 
the way for some of that in terms of starting to take steps 
to make sure there were adequate instruments in place to 
assist students who were in repayment difficulties. They 
had introduced an enhanced interest relief program. They 
had introduced a debt remission program. They have 
certainly encouraged provinces and worked with prov- 
inces to look at other steps we could take along this route 
as well, because the first preference is that we continue to 
have arrangements with banks. 

Mrs Munro: I guess what I really wanted to know 
was whether any change in the provincial default rate 
would have any impact on the potential relationship with 
the bank and the way in which the bank would view its 
responsibilities in this agreement. 

Dr Christie: To the extent that the province’s actions 
result in improved default performance, that will be 
favourable for the banks; they won’t make any money on 
it as long as it benefits each of them equally. Those who 
will benefit from a lower default rate will remain the 
taxpayers. If the default rate drops low enough, that will 
also benefit taxpayers; banks won’t get the benefit of 
that. But there is an overall benefit to banks in being 
involved with fewer defaulted loans. 

The Chair: Just so I have a clear understanding, when 
you're talking about default rate are you talking about the 
dollars in default or are you talking about the number of 
payers in default? Is it a dollar value that you’re talking 
about or the number of loans? 

Dr Christie: I believe it’s the number of loans, 
Helmut? 

Mr Zisser: If we’re talking about the risk premium, 
the calculation made there is based not on the defaulted 
loans but actually the number of loans going into con- 
solidation. So at the time loans go into repayment, this 
insurance payment is in effect made. The calculated rate 
that the media has reported on is one that the federal 
government has developed in its work with the banks as 
one that reflects the current trends in default. It already 
factors in the fact that we’re making some improvement, 
that there are these measures in place to assist students in 
loan repayment and so on; otherwise, the rate would have 
to be higher. 

Mrs Molinari: My question is on the harmonization 
again. I want to try and put this in very simplistic terms, 
because it’s confusing when we’re talking about percent- 
ages and we’re not clear on what exactly that means. 
First of all, with the agreement we now have, harmoniza- 
tion, are we bound to the same agreement that the federal 
government has with respect to the percentage we pay? 

Mr Zisser: What the agreement does is give us access 
to that rate the federal government is negotiating. The 
federal government is in a better position to get a good 





deal than we are in a situation like this, so one of the 
benefits we can get as provinces is access to this type of 
arrangement. 
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Mrs Molinari: OK. When we say that our default rate 
is 18%, are we saying 18% of the total dollars that are 
loaned, or are we saying 18% of the defaults? 

Mr Zisser: The calculation of defaults, as we report 
them, is the incidence of students defaulting, not the 
dollar value of the default. 

Mrs Molinari: The 18% is not in dollar terms, but the 
6.95% that is paid to the bank is in dollar terms. It is 
6.95% of what? 

Mr Zisser: Of the loans going into consolidation, that 
is, the loans where students are due to make repayment. 
It’s the face value of those loans at the time they are due 
for repayment. 

Mrs Molinari: It’s approximately 7% of all the loans, 
not the defaults. 

Mr Zisser: That’s correct. 

Mrs Molinari: Moving to a different topic, the audi- 
tor mentioned that the loan forgiveness has been phased 
out and we have other things that we’ve put in place for 
that. I need some assurance that what has replaced that is 
of benefit to the students and allows more accessibility 
for a greater number of students and that is the reason 
that was replaced. Could you please comment on that and 
reassure me that’s in fact the case. 

Mr Zisser: The loan forgiveness program conferred a 
benefit on students that many students were quite un- 
aware of. The way the program operated was that at the 
time a student completed their studies and the loans went 
into repayment, the ministry would make a calculation to 
determine how many terms the student was in school and 
then, based on that, calculate the amount of debt that the 
government would repay. Since 1997-98, the loan for- 
giveness level has been set at $7,000. So if an individual 
had a debt of $10,000, the student would be required to 
repay $7,000 and the ministry would remit $3,000 to the 
student’s lending institution to reduce the debt. 

Given that it was paid at the time students finished 
their studies, many students would have formed an 
opinion or impression that they were carrying very large 
debt, because they might be getting statements from their 
banks indicating their cumulative loan debt and there’s 
no reference on that to loan forgiveness. It wasn’t un- 
common for students, first of all, to have an erroneous 
sense of the amount of debt that was there, and also the 
government was paying the interest on these amounts. So 
the decision was taken to change this program so that the 
debt reduction would happen annually. This has, again, 
two significant benefits; one is that for the student it 
gives them a realistic sense of their indebtedness. They 
now know that their debt for two terms of study is only 
$7,000 for that year of study and not some larger amount, 
even though we may have lent that student vastly larger 
amounts of money. We actually save money in terms of 
the interest we’re not paying. I think it’s an improvement 
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both for students and in terms of the value that taxpayers 
get for the program. 

Mrs Molinari: As far as dollar amounts going directly 
to the students, what is the difference? 

Mr Zisser: The amounts would remain the same, that 
is, the threshold of forgiveness has stayed at $7,000. So 
in the same case of the student who had a $10,000 loan, 
they would see $3,000 of that paid at the time they finish 
that year’s program of studies. It is a completion grant, so 
it does require the student to finish their studies for that 
year, and we do carry out the income verification before 
making the payment. We had also started to do that for 
the last year of the loan forgiveness program. 

Mrs Molinari: Just so that I understand correctly, 
then, the program that’s presently in place is not giving 
any of the students less money in dollars as the loan 
forgiveness program? 

Mr Zisser: It’s paying it more promptly and giving 
the student a much better understanding of what their 
debt is. We’ve instituted a few additional steps to make 
sure that students understand this is occurring. We send a 
notice to the students in advance of making the payment 
to advise them that this is going to happen and also to 
give them an opportunity to make sure the amounts of 
loan we have recorded are correct or to take steps with 
their lender to make changes that are required. We also 
confirm to the student when we have made the payment, 
so that they understand their debt has been reduced for 
that year. 

Mrs Molinari: So in dollar amounts, the student is 
receiving the same thing as with the other program, but 
with this program the province is in fact saving money 
because of the interest that’s not paid on the ongoing rate 
because it’s paid on an annual basis. So we’re saving 
money in not paying that interest. Is that correct? 

Mr Zisser: That’s correct. 

Mr Patten: I’m going to look at it a little bit from the 
student’s point of view. There’s no question the percent- 
age of enrolment has gone up, even in the university- 
college sector, let alone the private vocational schools, 
which I think probably would have the most dramatic 
increase. What’s the relationship between the student 
body growth and the percentage of students who are now 
borrowing? 

Mr Zisser: As I think I mentioned earlier, about 40% 
of Ontario students are receiving some form of assistance 
from the Ontario student assistance program. If you break 
that down by colleges versus universities, in the case of 
universities for 1998-99, which is the last year for which 
we have this information, 37% of full-time post- 
secondary enrolment students were receiving assistance 
from OSAP, compared to 50% for college students in 
that period. In the 1997-98 year, those numbers were 
quite similar, 39% for university students and 53% for 
college students. 

Mr Patten: You just have a two-year period. What’s 
the trend? Does this suggest that less of the student body 
is now using the program or the government programs? 





Mr Zisser: There have not been any very significant 
shifts. This is a data series that will move a little bit from 
year to year, but it has remained relatively constant. 

Mr Patten: During lunch I made a few phone calls to 
some of the student federation offices. Of course, you’ ve 
heard their overall concern, which is that no matter how 
you cut it, more and more people are walking out of—if 
they graduate, and even if they don’t graduate, they still 
have a mortgage. They’re leaving their university or 
college or course of education with no house but a mort- 
gage that they have to begin life with, and some of it is 
considerable. I know there’s a top-up. You’re still talking 
a maximum of $28,000, but that’s considerably more for 
a lot of students and that is their major concern. 


From time to time you must be meeting with them and 
certainly the minister or the PAs must be meeting with 
the federations of college and university students. What’s 
their impact in terms of changes to your program? You 
talked about new programs that you were examining at 
the moment. What will that mean in light of the informa- 
tion that students themselves are telling you? 


Dr Christie: In terms of the new programs we’ve 
talked about, particularly the Aiming for the Top scholar- 
ship, it hasn’t been introduced yet. We haven’t seen the 
demographic figures of the people who will qualify. 

Mr Patten: I’m sorry, what was it called? 

Dr Christie: Aiming for the Top. Not having seen the 
demographic, we don’t really have the information to 
know how to assess what sort of impact it’s going to 
have. It’s clearly going to be beneficial, as will the 
harmonized loan program, certainly in terms of transpar- 
ency. Of course, in a more cost-effective program there is 
the capacity to make loans available to a greater number 
of students. As we look at the enrolment growth coming 
over the next several years that is something that we’re 
very conscious of as well. 

In terms of the advice received from students, as was 
mentioned earlier, there has been an advisory committee 
on student assistance. That advisory committee has been 
reformed and will meet again and continue to provide 
advice to the ministry on matters around student assis- 
tance. Would anyone else like to comment? 

Mr Zisser: I would just make the point that students 
have certainly expressed the desire to see assistance, not 
only in the form of loans but in the form of grants or 
bursaries. We certainly have seen a very significant 
growth in Ontario over the last three years in terms of the 
resources that are available to provide students with non- 
Joan assistance. 

Through the Ontario student opportunity trust fund 
program there are now $600-million worth of endowment 
funds that are generating income that institutions can use 
to assist students in financial need through bursaries. The 
30% set aside from tuition fees also has provided very 
substantial resources to institutions to assist students. I 
think what we have is a better balance between the kind 
of assistance that OSAP provides in the form of a loan, 
according to its criteria, and the kind of discretion that 
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institutions now have to assist students in need in a more 
flexible way through their own resources. 


Mr Patten: Aiming for the Top, or whatever it was 
called, presumably is a program that will either reward or 
provide incentives for those who can maximize their 
achievements, whatever that is. I haven’t seen the pro- 
gram but my only comment is that the higher achievers 
tend to have access to scholarships and other forms of 
remuneration based on merit, in any case. 


I want to come to the other side of the program, and 
that’s sole-support students. I’m coming back to the child 
care support. I think I’ve just about got a handle on what 
it means. Here’s what I think it means. Let’s say it’s a 
mom with two kids, the example I used this morning, and 
she has the ability to go to university or college and 
would like to go. She’s also got a child care subsidy. 
When she approaches the college or university they sit 
down and try to assess her situation. If I’m wrong please 
tell me, but I gather they take into account that her child 
care subsidy is a source of income as well, correct? 


Mr Zisser: I don’t believe we include child care sub- 
sidies, but I would have to double check. 

Mr Patten: OK. I was led to believe it was. On the 
other side of the coin, I am told that’s a barrier for people 
in that kind of a circumstance. What they would have to 
do is convert from what is a subsidy now and welfare 
income for a living, then take on all of the costs related to 
tuition, to books, to travel, to whatever it is, and convert a 
subsidy that was received before to now borrowing for 
child care. So the child care becomes a cost in the future 
because it’s now on the loan side of the ledger. Is that 
correct or am I off on that? 


Dr Christie: To the extent that child care was in- 
cluded under the loan program and to the extent that the 
person’s total loan was less than $7,000, including the 
cost of child care, for a two-term program, that would be 
true in that case. 

Mr Patten: But it would have to be below $7,000. 

Dr Christie: Anything above $7,000 is countered by a 
student opportunity grant. It may be part of the loan at 
the start of the year, but at the end of the year, as Helmut 
was describing, it is written down to $7,000, the differ- 
ence between the total loan during the year and the year- 
end amount being the amount of the student opportunity 
grant. In circumstances in which a child care subsidy is 
coming through the OSAP side, in addition to tuition, 
books, living expenses etc, and that’s above $7,000, it 
will not increase the loan because the loan is capped at 
$7,000. 

Mr Patten: That’s true. However, it seems to me that 
the parent is then caught in a dilemma. It’s a rock and a 
hard place, it seems to me. There’s something that is not 
working in this, because I get this representation fairly 
frequently. I’m perhaps not able to understand the 
nuances or subtleties of the calculations because we’re 
dealing with three: the calculations for the parent, the 
calculations for the OSAP program and the calculations 
for the child care subsidy at the municipal level, 


supported by the province; and OSAP is considered 
income. 

I believe at the moment there is a disincentive. Even 
though I hear the government saying this, and of course 
we would all agree we’d want to maximize the opportu- 
nity for people on social assistance to be able to pursue 
their studies, but if they have kids, then we want to make 
sure they’re taken care of. But at the moment my belief is 
that there’s a disincentive. When I look at your program, 
the child care bursary and the levels of support—a 
maximum of $83 a week, for example—I think the rule 
of thumb will tell us that it’s about $275 a week in actual 
costs. If a mom is receiving something fairly close to that 
on welfare, to trade that for a loan cost that she’1l have to 
pay down the line, and it’s less than what she’s getting 
and she’ll have to borrow more, you can see what I mean. 
It doesn’t look very attractive. 

I’d like to ask you if that can be examined and if you 
could let the committee know exactly how that works. 
The auditor might want to take a look at that too, because 
the objective is to help people reduce their dependence 
upon social assistance with the assistance of educational 
accessibility. 

Dr Christie: Unless my colleague wants to add 
something, we will look at the figures you’ ve described. 

Mr Patten: Thank you. 

The other question is on the relationship. You have 
said you’re in negotiations with the federal government 
at the moment, and the harmonization of this. The 
millennium scholarship: I’m quite aware that many of the 
provinces didn’t like this apparent intrusion by the 
federal government even though they have concurrent 
responsibilities in relation to post-secondary education. 
Perhaps this was a response to a neighbouring province 
and the circumstances that it would never acknowledge 
any benefit from the federal government, so this may be 
part of it. 

At the moment my understanding is that if someone is 
in a debt position—and I have a few examples here that I 
may not have to use if you agree—and is eligible for the 
millennium scholarship, then that immediately is an 
offset for any provincial loan debt. Is that correct? 

Mr Zisser: I think we recognize that there is some 
overlap between the provincial student opportunity grant 
program and Aiming for the Top— 

Dr Christie: The millennium fund. 
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Mr Zisser: Sorry, it’s the millennium fund. 

This was an issue that we were aware of and that the 
millennium foundation was aware of when we entered 
into these discussions. It was recognized that for them to 
do what they wanted to do across the country, recogniz- 
ing different circumstances, they would find cases where 
these two things would overlap. The way it was 
addressed at the time was to acknowledge that. The 
millennium fund at that point calculated what they esti- 
mated to be the value of that overlap and requested 
provinces that signed agreements to agree to reinvest 
such savings for the benefit of students. At the time 
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Ontario signed the agreement, we committed to doing 
that as well, because there wasn’t a practical way to 
disengage the two programs. 

One of the issues we face is simply that of timing. The 
Canada millennium fund wanted to make payment at that 
point very early in the new year. It’s turning out to be 
probably in March, but it’s still very early in the new 
year. At this time, students are not yet eligible for an 
Ontario student opportunity grant. We have to wait until 
they complete their study periods and we have to verify 
their income. There is a sequencing issue: That amount is 
going to be paid to students, it’s going to reduce the 
amount of debt that they have, and some of those 
students will be eligible for further debt reduction 
through the student opportunity grant later on. It’s 
certainly one of the design issues that is worrisome and 
that we wish to look at in terms of seeing if there is a 
better way to make that work in future years. 

Mr Patten: There are two implications here. The first 
one I wasn’t aware of and you just mentioned it. The 
province of Ontario has agreed that if they use the 
millennium scholarship as an offset, if they take that 
money, even though it’s taken off the student’s debt, the 
province takes a similar amount and puts that into post- 
secondary education in some manner. What happens with 
that money? It just goes to the financial institution? 

Mr Zisser: What we signed specifically said we 
would reinvest the money for the benefit of students. The 
government has not yet announced what those reinvest- 
ments will be, but certainly has stated quite emphatically 
that it will do so. 

Mr Patten: Could you notify the committee when that 
happens? 

Dr Christie: We will certainly do so. I expect that it 
will occur in the form where you will be aware of it, but 
we will certainly make sure that the committee is for- 
mally advised. 

Mr Patten: Does the letter that’s received on this 
scholarship come from the feds or does it come from the 
Ontario government? 

Dr Christie: On the millennium scholarship? 

Mr Patten: Yes. 

Dr Christie: It’s from the federal government. It’s 
from the millennium foundation, which is not per se the 
federal government. They’ ve set up a piece of legislation 
to create this foundation. It’s a separate body, but they 
are the ones who send out the letter. 

Mr Zisser: We provide them with 35,500 names. We 
did that in November. In addition to that, we provided to 
them the mailing addresses for those individuals. They 
were all selected based on their criteria from the list of 
individuals who had applied to OSAP and had high need 
and met those criteria. They then took that step. The 
foundation is requiring provinces to then make the pay- 
ment later on, and we expect that will happen sometime 
in March. 

Mr Patten: I’d like to switch to customer service. 
This is somewhat along the lines of the questioning from 


Ms Martel this morning. The 800 number for OSAP 
information no longer exists, correct? 

Mr Zisser: We don’t have a general 800 number; we 
do have 800 numbers. We have an 800 number for 
students who are deaf and hard of hearing to support that 
service, we have an 800 number to serve the millennium 
fund and we have an 800 number for purposes of income 
tax set-off. But we don’t have a general 800 number 
because, in general, students should be dealing with the 
financial aid office at their institution for all services 
related to their loan. That’s the best place for them to get 
the service promptly. That’s also where they can imme- 
diately have their account dealt with, because the author- 
ity for making changes and so on has been delegated to 
the financial aid officers at the public institutions. We 
still provide a service for out-of-country students. 

Mr Patten: The 900 number is a pay, $2 a shot, is it? 

Mr Zisser: That’s correct. 

Mr Patten: In your chart this morning you said the 
demand is pretty high when you hit August and early 
September and it probably drops off somewhat in 
November or what have you, and maybe it starts up again 
in December for the next semester. Was this a ministry 
decision or was this imposed? Was this a mandated 
requirement that you charge for these services or was this 
in the pursuit of trying to make your contribution to cost 
recovery or whatever it is, that this was recommended 
from the ministry? Or was this something that come 
through finance or a cabinet directive? 

Mr Zisser: It was certainly a decision by the ministry 
to carry out this activity. I think the issue was, how do we 
provide a service to students and do that in a cost- 
effective manner? So there was the issue of investing and 
setting up such a service. At that time it was felt that to 
adopt this type of approach was something we wanted to 
try. Certainly in the initial two years of operation, a lot of 
students used the service and they could for the first time 
obtain information that they could not otherwise have 
obtained as quickly. We’ve seen now that with the Web 
site gaining popularity, this service is not being used 
quite as much by students as it was at that time. 

Mr Patten: I’m picking up a pattern here in a variety 
of ministries that to kind of push or encourage citizens to 
access various services, the one that’s perceived to be the 
least desirable by the ministry has a user fee applied to it, 
and the one that they want people to start using is still 
perhaps a free service. 

In my discussions at lunchtime I had someone say, 
‘Tisten, at certain times it’s extremely difficult to see 
their financial officer or the adviser at the college or 
university.” For days on end they cannot get the infor- 
mation and so they’re forced, somewhat, to use that 900 
phone number, or any of them, to try to get information. 
If you’re saying that this is something you’re trying, that 
means to me it’s something that’s being examined for its 
effectiveness. You might check with the students and 
their utilization of that. 

The other thing I would like to suggest, if I may, 
because we have talked about this—I don’t know if 
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we’ve got a report that has been released on it yet, but 
maybe it’s an upcoming one. In the portion of financial 
counselling that we believe should be taking place with 
students when they submit their application for loans, and 
I don’t want to be hard on some young people, but not 
having had to incur debt or manage it or understand the 
significance of it, to an 18- or 19- or 20-year-old: “Hey, 
this is free money. This is great. This is how Ill manage 
it.” I’ve had some personal experience on that score 
myself and have said, “Just a minute, maybe we should 
talk about what this actually means, especially when you 
have to begin to pay this.” Part of the counselling is not 
just the eligibility but the long-term responsibility and the 
implications of what this would mean for the student 
down the line. So when your advisory committee—I 
don’t know if that’s one of the items that is being exam- 
ined, but it might very well be. 

I guess Bart mentioned the whole issue of the income 
contingency loan repayment plan. Has that been dropped 
or is it under reconsideration or has it gone back for 
renewal or what? 

1430 

Dr Christie: The agreement we have with the federal 
government, as I noted earlier, has an income-contingent 
loan feature as a dimension of that, as part of the pro- 
gram. 

Mr Patten: In your discussions with the harmoniza- 
tion, I want to know where the ministry is at or where the 
government is at. Is this something you want to discuss 
with the federal government in terms of sharing that 
responsibility of looking at such a program? 

Dr Christie: In fact, that feature has been discussed 
with the federal government and is part of the structured 
federal offer to the banks, which the provinces then have 
the capacity to sign. 

Mr Patten: OK. I guess you can’t say what the story 
is at the moment because you’ re negotiating. 

I think I'll stop here. Thank you. 

Ms Martel: I will return to the millennium scholar- 
ship issue, if I might. I have a number of questions. Let 
me begin in this way. My understanding of the intent of 
the federal program was that it was to put money directly 
into the hands of the neediest university and college 
students in the country. Is that correct? 

Dr Christie: I believe that was their intention. 

Ms Martel: Presumably the neediest would be those 
with some of the highest debt load in either the province 
or across the country. Would that be your understanding? 

Dr Christie: Certainly before a program like our 
student opportunity grant, it’s likely that they would have 
a high debt load. 

Ms Martel: Let me be sure this is clear. Each prov- 
ince made its own decision about how that federal money 
would be used, correct? 

Dr Christie: Helmut, would you comment on how 
other provinces have approached this? 

Ms Martel: Before you do that, though, I want to 
make it clear that the decision ultimately about how the 


federal money was used was made by the province of 
Ontario. 

Mr Zisser: I think the way the program is adminis- 
tered from province to province is something that was 
negotiated between provinces and the foundation, taking 
into account the different circumstances of different 
provinces. There is not a uniform way that provinces 
deliver student financial assistance. Not all provinces 
have debt remission programs, the same levels of debt 
remission, the same terms and conditions, the same way 
of treating things. So the foundation I think has tried to 
enter into arrangements that respected some of those 
differences and tried to make the program work in all 
jurisdictions. 

Ms Martel: Let me put it this way: Ontario made a 
conscious decision to send this money directly to finan- 
cial institutions instead of giving it to students, correct? 

Mr Zisser: No. Ontario agreed with the foundation 
that for this year the most expeditious way of imple- 
menting the program was to use the existing process that 
the province had to pay down student debt. Clearly it was 
their desire to see the money used to reduce student debt. 
The mandate that the foundation has adopted for itself is 
one of assisting students and helping to reduce student 
debt, and they opted for this. One of the factors that 
certainly contributed to how this approach was put in 
place was the fact that we were having these discussions 
prior to the year 2000. There was a lot of concern by both 
parties about what would happen on January 1, and we 
wanted to have a reliable method of doing that. This was 
a proven method that we had already put in place, and we 
offered to extend that to the millennium foundation as 
well. 

Ms Martel: Let me ask, in the eight other provinces, 
did they provide funding directly to students? 

Mr Zisser: They all do it differently. 

Ms Martel: Is there any jurisdiction that provides 
funding directly to students under this program? 

Mr Zisser: I believe there are some that do that. 

Ms Martel: Could Ontario have exercised that option 
as well? 

Mr Zisser: If Ontario were that province and it made 
sense to do so, but Ontario’s circumstances are different 
from that of all other provinces; our programs are differ- 
ent. It was the judgment of the parties at the time that this 
was the way we could deliver the program within the 
timelines and within the criteria that the foundation had 
established for the program. 

Ms Martel: Isn’t it true that the net effect of the pro- 
gram in Ontario is that many students who have a debt 
load of over $7,000 will receive only a partial benefit or 
no benefit at all? That is the net effect of you deciding to 
send the money to the financial institutions instead of the 
students. 

Mr Zisser: I think the net effect is that because there 
is an overlap between the programs, some students 
certainly will not derive as great a benefit as other 
students. Certainly, many students will be getting that 
benefit, and again, as was made very clear at the time the 
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agreement was signed, in the press release from the 
foundation, all the parties knew in advance that there was 
this overlap. There was an attempt to quantify that, and 
there was a commitment to reinvest. 

Ms Martel: With the overlap, you’re saying that 
somehow these students couldn’t have received both. Is 
there any legal or legislative reason why a student in 
Ontario could not have received a millennium scholar- 
ship, the full amount directly, and not still have received 
the Ontario student opportunity grant? What legislative 
or legal barrier was there to say that they couldn’t receive 
both fully? 

Mr Zisser: It would not have been possible under the 
current legislation. 

Ms Martel: Can you provide this committee with a 
copy of the piece of legislation that would clearly have 
said that these students can’t receive both? What legisla- 
tion is that? 

Mr Zisser: Well, there’s no legislation that has that 
wording. The regulation that specifies how the student 
opportunity grant is calculated indicates that there is an 
order in which we do things, which is that the student 
must complete their program of studies; it sets out— 

Ms Martel: Sorry, this is a regulation? 

Mr Zisser: Yes. 

Ms Martel: A regulation can be changed. The regula- 
tion could’ ve been changed to allow for Ontario students 
to receive a millennium scholarship amount and an 
amount of money under the opportunities grant and to not 
have one offset the other. Am I correct? 

Mr Zisser: Well, you’re correct that regulations can 
be changed. 

Ms Martel: Right. So if Ontario had really wanted to 
put money into the hands of the neediest students, 
Ontario could have had a regulation change which would 
say that Ontario students could receive the full amount of 
the millennium scholarship, $3,000, and they could also 
receive the full amount of the Ontario student opportu- 
nity grant at the same time. We could have done that by 
regulation, correct? 

Mr Zisser: The province has the ability to make 
regulations. 

Ms Martel: Right. OK. I wanted to read into the 
record what the net effect of this has been, because I 
think it’s important for you to understand and for other 
committee members. We got a letter from Confederation 
College, from the chair of the board of directors, that said 
the following: 

“I am writing on behalf of the board of governors of 
Confederation College to express our concern with the 
way in which the province of Ontario has chosen to 
administer the Canada millennium scholarship fund. We 
understand that Ontario and British Columbia are the 
only provinces where the benefit of this important federal 
program largely accrues to the province and not to the 
students to whom it was intended. 

“To our knowledge, 312 students at Confederation 
College have been advised that they qualify for the 
scholarship this year. 





“173 students will obtain no personal benefit what- 
soever as the province is using their scholarship to pay 
down the forgivable portion of their student loan. 

“__These students actually never see their $3,000 
scholarship, however they will be taxed on it. 

“Tt may also affect daycare or rent subsidies and 
other income-contingent assistance. 

“The province is the only party to benefit since the 
forgivable portion of the student loan is now funded by 
the millennium scholarship, not the province. 

“139 students will receive only a small benefit as 
their overall student loan will be reduced by an average 
of $800 (and pay tax on $3,000). 

“__56 students from reserves will have their loans re- 
duced by an average of $1,515. 

“__12 students will have their student loan reduced by 
the full $3,000 (and pay tax on the $3,000 scholarship). 

“,.. AS you can see, this approach suggests most 
students should refuse the scholarship as it increases their 
financial burden rather than reducing it. For most it has 
little benefit. For all, it has possible tax implications. In 
some cases, it may have a negative effect on the tax 
situation of supporting parents. We do not believe that 
this was the intent of the fund.” 

1440 

Neither do I, and I regret that Ontario and British 
Columbia decided to go about it this way, because the net 
effect is that the millennium scholarship fund is in fact 
subsidizing the Ontario student opportunity grant. You’re 
subsidizing with federal money costs you would have 
incurred to pay that grant to students. Is that correct? 

Mr Zisser: At this stage there have been no savings. 
We will not know what the savings are because we will 
not know what that actual overlap is until we complete 
the process for these student opportunity grants. So some 
students will not complete their program of studies and 
will not be eligible. We will find through income verifi- 
cation that some students have not provided accurate 
information and will not be eligible. I don’t know how 
the college would draw those conclusions because we 
have no such information and I would argue that you 
could not make such calculations until November of this 
year. 

Ms Martel: Can I ask why it was that in a leaked 
cabinet document in November 1999 the suggestion of a 
$90-million windfall to the province was outlined? 

Mr Zisser: I’m not familiar with that. 

Dr Christie: The $90 million is not a number that I 
am aware of having been associated with. 

Ms Martel: Okay, Deputy. If it’s not $90 million, 
how much do you suspect the province will benefit by 
this windfall this year? 

Dr Christie: For fiscal 2000-01, there should be no 
net fiscal benefit as a result of the province’s commit- 
ment to reinvest any savings to the benefit of post- 
secondary students. The gross benefit may be between 
$50 million and $75 million. We’re not sure how much it 
is yet, because we’re still— 
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Ms Martel: But you must have some idea. You know 
already who the students are because you sent those 
names to the fund, all right? So you would also have 
access to what their debt load is, and you would also 
know that $3,000 applied against their debt load will 
leave the province with some portion of money to pay or 
not, because the province might be totally off the hook 
because the $3,000 would cover what the province would 
have paid out in a grant. So you must have some fairly 
substantial good guess or estimate about what this means 
for the province, how much money you’re going to save 
because you’re using federal money to replace your 
money this year. 

Dr Christie: The original estimate in May of last 
year—and I think this was an estimate jointly arrived at 
by the millennium foundation and the ministry—was on 
the order of $50 million. As we see the actual numbers 
come in, we will have a better idea. But as Mr Zisser 
noted, the actual impact won’t be known until students 
have completed their term and we know how much debt 
is there and therefore how much student opportunity 
grant is required. But that won’t be known for some 
months yet. 

Ms Martel: Deputy, the May estimate of $50 million 
is for the student academic year 2000-01? How are you 
defining that as a year? 

Dr Christie: For what period was that estimated? 

Mr Zisser: That estimate was for those students who 
would be eligible to receive the millennium fund who 
were in the 1999-2000 year. But there are no savings in 
1999-2000 because the province would not be paying the 
student opportunity grant within this year. It would be 
paid next year. 

Ms Martel: So you’ll see these savings beginning 
April 1, 2000; through that fiscal year. 

Mr Zisser: No, the earliest— 

Ms Martel: Through that fiscal year. 

Mr Zisser: —we would possibly see them would be 
November. 

Dr Christie: But in that fiscal year. 

Mr Zisser: In that fiscal year. 

Ms Martel: What’s your estimate for what you might 
receive next year? Because this is a 10-year program, 
correct? 

Mr Zisser: In terms of savings or in terms of the 
monies that the millennium fund will make available to 
students in Ontario? 

Ms Martel: I’m more interested in the savings that 
Ontario is going to accrue. 

Mr Zisser: We don’t have an estimate at this stage, 
because I think there will certainly be some discussions 
in terms of how this program will unfold in Ontario. It is 
not a design that we have been particularly happy with, 
and I think it is certainly an area that we will continue to 
monitor. 

I think this needs to be remembered: We decided to 
deliver a program that has never been delivered before, 
that was designed in such a manner that it certainly had a 
large potential to overlap with Ontario initiatives and it 


had to be delivered very promptly, because the desire 
was to have it up and running by January of this year. So 
the design we have is not a perfect design but it is a 
design that is ensured to get money to students. To the 
extent that there is that overlap, the provision has been 
made to make sure there is a reinvestment of those 
monies by the province. 

Ms Martel: I’m not blaming you for this decision; 
I’m sure it was a political one. But what I am saying is a 
regulation doesn’t even have to go through the House. It 
could have passed by cabinet at any one of the cabinet 
meetings that went on all last fall, because this was under 
discussion all last fall. The point I’m making is, I don’t 
think there was the political will to be sure that students 
could benefit from both. I think the design of the political 
powers that be was to have this money subsidize the 
provincial program, because the province has a windfall 
under this situation. The province gets $50 million that 
they weren’t counting on, paid for courtesy of the federal 
government or the federal private corporation. I think this 
could have been done without any problem whatsoever. I 
don’t think there was the political will to do it, and I 
don’t blame you for that. 

With respect to the $50 million, does that also include 
interest payments that would have been paid out if 
Ontario was making payments under the Ontario student 
opportunity grant for those people who might have that 
offset by the millennium fund? 

Mr Zisser: I don’t believe it was that precise a calcu- 
lation, because at that time we had very little information 
that would help us refine a calculation to that point. It 
was an estimate. It was one that I think both the founda- 
tion and the province thought was reasonable in terms of 
what we knew about the program at that stage. 

Ms Martel: So the estimate might actually be higher, 
because when you take into account potential interest 
payments that will be forgone in a number of cases, that 
might be an additional saving to the province, an addi- 
tional amount of money that the province would in fact 
accrue. 

Mr Zisser: | think what the deputy has indicated is 
that there is now a range in which we believe this will 
take place, but we really will not know until a few more 
steps occur. 

Ms Martel: Do you have any idea how many students 
now in the province, the percentage of students, will not 
benefit at all because their debt load is higher than 
$10,000? 

Mr Zisser: I don’t have that information. 

Ms Martel: Could you provide that information to the 
committee? I would assume that you can do those calcu- 
lations because for anything over $10,000, the $3,000 
would be applied and it would be left for their debt. I'd 
like to get from you some idea of those people who have 
got a scholarship, because you provided the names, 
whose debt would have been over $10,000 who will 
automatically now not see any benefit at all in terms of 
what they have to pay on their own debt. If you could 
provide that to the committee it would be very helpful. 
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I want to just be clear then. You’re saying this was a 
measure that was put in place for this year in order to get 
some money out to people. Are you going to be review- 
ing the situation with respect to how many students may 
in fact turn down the scholarship because they don’t want 
to be assessed with the tax penalty that might come? 

Dr Christie: The design is a matter that we are 
discussing and will continue to discuss with the founda- 
tion. As Helmut has noted, this was a program that the 
federal body wished to get up and running within a 
certain timeframe. They looked for assistance from the 
provinces, including being concerned about duplicating 
administrative systems etc. The provinces have worked 
with them in this regard. But there is nothing in this that 
doesn’t admit of improved delivery mechanisms in the 
future, and we’ll certainly be discussing those improved 
mechanisms with them. 

On the issue of the taxable status of this, this is a deci- 
sion that Revenue Canada has made. It is not a function 
of anything in the province’s design. It is a matter of the 
federal government’s design of this system. It is our 
preference certainly that this not be taxable. I think we 
have expressed that. This is a matter for the millennium 
foundation to deal with Revenue Canada on. 

1450 

Ms Martel: Deputy, do you have any idea how many 
Ontario students might have refused the scholarship, if 
you have access to that information? 

Dr Christie: I’m not aware of any information on 
that. 

Ms Martel: Would it be possible for you to deal with 
your connections at the foundation to find out in Ontario 
how many students may have refused? If they also have a 
general idea about why they refused it, I’d be interested 
too, because I’d be interested to learn how many students 
looked at it and, after realizing it wouldn’t do anything 
directly for them because they were over a $10,000 debt, 
that they made a conscious decision not to accept it 
because they worried about the tax implications. They 
had to make a decision to refuse this grant what, two 
weeks ago? 

Mr Zisser: The millennium foundation has extended 
the time that students had available to decline the award 
if they so chose. In fact, today is the last day for that. It 
had initially been set two weeks earlier, and they’ve 
extended it to today. They have requested that we then 
submit the revised list to them on Tuesday next week. 

Ms Martel: OK. Part of the condition that the corpo- 
ration set down was that the savings that Ontario realized 
would have to be used to benefit students, and I heard 
you say clearly earlier that Ontario hadn’t made a 
decision. Can you give us some idea of what you’re 
looking at? The intent was to directly benefit students 
with high debt load. I am curious about how Ontario 
might propose to directly benefit those same students. 

Dr Christie: The manner in which any savings might 
be deployed would be a matter of the business planning 
process and decisions to be made, and those are under 





review. Decisions haven’t been made. When they are, 
we’ ll be able to answer. 

Ms Martel: Deputy, let me ask you something else. 
This is with respect to tuition. On February 2, you will 
remember, it was the Access 2000 Day of Action. I 
attended the rally that was held by Laurentian University 
students. I was driving home and I heard Premier Harris 
on the radio responding to a question about the students’ 
demand for lower tuition. The Premier said on the CBC, 
and I will quote this for you, “I think you’ll find that 
lower tuition has proven in study after study to benefit 
the wealthy, not lower-income classes.” 

I was astonished by that comment. I’m not sure that I 
believe it, but I’m going to give the Premier the benefit 
of the doubt and ask you if in Ontario we have any study 
that has been done that would show that lower tuition 
benefits the wealthy and not the lower-incomes. 

Dr Christie: I’m not aware—this doesn’t mean it 
hasn’t been done—of a study on the impact of tuition by 
income cohort, let’s say, at least of a recent one in 
Ontario. I think in general, because there is student 
assistance provided for the low-income groups but no 
assistance provided for higher-income groups, then 
certainly the impact of tuition might be expected, after 
student support, to be higher in the high-income groups 
than the low-incomes simply because student support 
affects the one but not the other. However, studies with 
respect to the degree of that I’m not aware of. I don’t 
have that. 

Ms Martel: You’re not aware of studies that exist in 
Ontario, for example, that would prove this? 

Mr David Trick: Ms Martel, as the deputy says, we 
haven’t done a study specifically relating to Ontario 
students, but there are a number of academics who have 
studied this issue over time, and there are some studies of 
that nature that we could certainly share with you. 

Ms Martel: So these studies would prove that the 
benefit for lower tuition goes to the wealthy. That’s what 
you’re saying? 

Mr Trick: The studies that support the point that you 
heard the Premier make. 

Ms Martel: OK. What jurisdictions do they come 
from? 

Mr Trick: I’m sorry. I’d have to go back and look at 
exactly which jurisdictions were covered, and they 
weren’t entirely within Canada. 

Ms Martel: They weren’t entirely within Canada? 

Mr Trick: They weren’t entirely within Canada. 
There were other jurisdictions as well. 

Ms Martel: But you have copies of these? 

Mr Trick: We can certainly share them with you. 

- Ms Martel: That would be very helpful. I’d certainly 
appreciate that. 

Let me return to your brief from this morning, on page 
12, where you talk about “improved linkages with 
lenders.” You talk about your EDI system, your elec- 
tronic data transfer, and that you’ve got one agreement in 
place with CIBC and discussions with others. Who pays 
to implement EDI? Is it a cost-sharing agreement? Is 
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there new technology that’s required? Who is responsible 
for developing it or putting it in place? 

Mr Zisser: Both parties pay for their respective costs. 
What it means in practice is that you need to negotiate 
with the other party the data transfer protocols: how 
you’re going to package the data and in what sequence; 
what kind of controls you will place on it to make sure 
there’s integrity; what technology you’re going to use to 
move the data from one to the other; the timing for that; 
what kinds of systems will pick it up; what you will do 
with it. 

It has been part of our overall investment in the pro- 
gram to try to improve the speed with which we process 
by relying more on computer technology. We were fortu- 
nate to find a financial institution that was willing to 
work with us on that. It has proven to work very well 
because it has eliminated a lot of the paper between the 
two organizations. We do a better job administering those 
loans. There is less chance for error in those kinds of 
transactions because one party isn’t turning something 
into paper that someone else is then keying and poten- 
tially making errors on. 

That’s the goal we would have for the future with all 
lenders. We would like to see the system move in that 
direction. We’re also going to be exploring options that 
move beyond, for example, even loan documents. There 
may be a possibility to make some of those transactions 
occur electronically. In that case we’ll need more link- 
ages with our financial aid offices because there are those 
matters to consider. 

Ms Martel: One of the issues that the auditor indi- 
cated in his reports in 1997 and 1999 had to do with the 
inputting of reams of information affecting financial 
institutions and payment to the same. I think in 1997 he 
noted it was about 150,000 pieces of a backlog; in his 
most recent report, 125,000. I’m going to assume it’s a 
question of having this particular system implemented 
that would reduce some of that backlog. Are they directly 
tied or is it a separate issue? 

Mr Zisser: There were two backlogs. The one we 
have dealt with successfully is the one of claims. The one 
dealing with what we refer to as bank errors is the one 
that we are still working on. I think we have resolved that 
issue now in the case of one of the lenders, and there are 
two others where we are working on that. We have 
created a facility that can permit the lender to do that. We 
have had success with one of the lenders to provide them 
with that tool and they are actively using it. We have 
provided the other lender with the tool and we are hoping 
it will receive active use. 

Ms Martel: With respect to your customer service, 
you had told this committee that calls are answered in 
three minutes? 

Mr Zisser: Three rings. 

Ms Martel: I’m curious and I go back to a question 
that was probably raised facetiously. Is it answered by a 
live body in three rings or by voice mail, and do you 
track incoming calls on those times? 

The Chair: That was not asked facetiously. 


Mr Zisser: We do both. We do have a policy that if a 
person is not there, we will return that call within one 
business day, within 24 hours. We monitor that. We are 
also going to be monitored on that. I think the govern- 
ment more broadly will be making sure that all of us are 
routinely measured in terms of the customer service 
standards the government has set. We are also putting in 
place customer feedback systems which will start at the 
end of this fiscal year so that students and others can 
provide us with feedback on whether they are satisfied 
with the service we are providing and make suggestions 
in terms of what we might do to improve service to them. 

Ms Martel: Do you phone in for that or do you mail 
that in? 

Mr Zisser: What we are trying to do is use the Web to 
do that. We have looked at other very good Web applica- 
tions and we’ve noticed that they have these kinds of 
features. That is the device we’re going to use in the first 
instance to give people an opportunity. Again, given that 
is the area where we are now experiencing most of our 
traffic, that is the part that we would really like to work 
very well. 

Ms Martel: Let me go back to the issue of studies. 
You had said earlier that Ontario hadn’t done a study in 
this regard. I noticed in the auditor’s report from 1997 
that he talked about performance reporting and about 
examples of trends that we could be monitoring and 
reporting on. There was certainly indication of a level of 
student financial assistance versus tuition fee, proportion 
of students that require financial assistance by type of 
post-secondary institution etc. 

I was looking through your performance reporting. On 
some of the issues you’re starting to report, but clearly I 
don’t see anything that would respond to the concern that 
I have about student indebtedness in relation to tuition 
increases. 

I think there has been a dramatic increase. The Cana- 
dian Federation of Students, when they had their Access 
2000 campaign, made that clear. I think it would be very 
important for the province of Ontario to start doing that 
kind of tracking so that we do know whether or not 
tuition increases benefit the well-off, lower-income or 
middle-income families, and what the relationship is 
between increasing tuition costs and students dropping 
out or the level of student indebtedness. It is becoming a 
situation in this province where lower- and middle- 
income families cannot afford to send their kids to uni- 
versity and to college. I don’t think that’s a position we 
in this province want to be in as we try and compete in a 
global economy. 

So can you tell me, Deputy, given that this was raised 
in a preliminary way in the auditor’s report in 1997, has 
the ministry thought about doing that kind of tracking in 
a detailed way to see what the impacts are on students? 

Dr Christie: We are trying to track performance 
measures of various kinds. Obviously, measurability is a 
factor in each of them. We look each year at what we are 
measuring and whether we could improve the measure- 
ments or whether we need to look at new measurements. 
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We look at that every year to see if there are things that 
we could measure reliably enough and that would be 
meaningful enough to include in that. We’ll certainly 
continue to review things for addition to the measure- 
ments. 

Ms Martel: Do you track tuition increases by institu- 
tion now? 

Dr Christie: Yes, we certainly monitor tuition levels 
by institution. 

Ms Martel: And against that, would you track institu- 
tion by institution default rates of students who had at- 
tended? 

Dr Christie: Yes, we track default rates by institution. 

Ms Martel: But do you make the connection between 
the financial institution, what that tuition increase was 
and what the level of default is? 

Dr Christie: Because the default measure in any 
given year has to do with people who graduated at least 
two years prior and therefore studied the four years prior 
to that, it’s a complex relationship to try and measure. 
Measures of that complexity or behavioural measures of 
that complexity are certainly of interest, but it’s not clear 
that we have the capacity really to measure that at the 
moment. 

Mr Trick: Ms Martel, if I could just add a bit to that. 
Clearly, as the deputy mentions, drawing some of these 
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one-to-one connections requires a lot of fairly fine-tuned 
statistics. I think one of the general points—and we’ve 
gone through some of these numbers this morning— 
university default rates, as it happens, are less than half 
of what the default rates are at community colleges. At 
the same time, college tuition fees are less than half of 
what tuition fees are at universities. So there are a 
number of things that you have to put into the equation 
other than tuition in order to explain the default rates. 

Certainly, when we’ve done studies of correlations, 
the two issues that are most prominent in terms of de- 
faults are, did the student complete the program and, if he 
or she did complete, did the student find a job after 
graduation. Those are the two correlations that come out 
most strongly. Clearly there’s a lot more work that could 
be done in terms of, within the university, trying to 
connect the students to what their reasons were for 
default. So we have numbers at a gross level, but maybe 
not at that finer level that you’re getting at. 

Ms Martel: All right. I think that’s it. Thank you. 

The Chair: Thank you very much for attending today. 
We appreciate the information that you’ve provided to 
the committee, and we look forward to receipt of the 
various undertakings that you’ ve given. 

The public session is adjourned. 

The committee continued in closed session at 1505. 


















| yar ne 
oie a feats sad: 
a a AEE ORIEL roreopety as wentegqal ey arse rst) onthe af 


a tude Tet 4 sual) oe! s re 
i i] eg tetipmnghas> ta oe: > Wes rye © mei? A em, diy 


Jiticial ose spat eared wore he Spy 

e. renhe: pape \ alsratol ; vine eye lt aa ; 

ke Ci bani | eel’ aay sity Lp ea“ 

of Debate (GAN idayAbiwaW «aah 
(72 ella wpegel*) « per yi 


o ae ©. ' ; ‘- ; al 
Hansarc ® “s Pr. ors drei wis , 70 Sta ° > < : /_- 


- 


‘a tts.) by » yo pac! ites) el iy reer. 
» ei TWN A he i ane iin 4 : 
day te Per rabdikal if Whesh 9G Pde: ai 
dar stinarrys <s vim mnt hate gest 
")2 'naalah $9) eet ah A 
Ft Giger VY ae eit ert 


sadiris cemmittes sinirste ts ee eee ante Jina EST 
ne acct an P41 rir ba y % con hee 4 if if 





i erippas 12.4 1 tte? \ few 14) a is 
>" . . sf Degifs Gas Nass 
aes etic ore ; 4 Dey 
i u -y ; 
- t le gb) 04 : a 
fToOviner! AMI) bow j£ Yi Pap we i 
» 75 4 ? a rue 9 f ? Th is a} hey pe Foy é 7 
eric ~ ry 1 ere — } rf a aay are ioe 7 A u Ai @/ 
: Sivrdd Tn ae Pai Lian & icSP ig 
© 
3 ali 
oe 
ea’ 4 
" {6 eueeey v) oa “ah 
Oca: PWet ere 
—_ — — — 
7 a ae 


CONTENTS 


Friday 25 February 2000 


1999 Annual Report, Provincial Auditor: 
Chapter 4(3.06), Ontario student assistance program 
Ministry of Training, Colleges and Universities 
Dr Bob Christie, deputy minister 
Mr Helmut Zisser, director, student support branch 
Mr David Trick, assistant deputy minister, post-secondary education division 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


Chair / Président 
Mr John Gerretsen (Kingston and the Islands / Kingston et les fles L) 


Vice-Chair / Vice-Président 
Mr John C. Cleary (Stormont-Dundas-Charlottenburgh L) 


Mr John C. Cleary (Stormont-Dundas-Charlottenburgh L) 
Mr John Gerretsen (Kingston and the Islands / Kingston et les fles L) 
Mr John Hastings (Etobicoke North / -Nord PC) 
Ms Shelley Martel (Nickel Belt ND) 
Mr Bart Maves (Niagara Falls PC) 
Mrs Julia Munro (York North / -Nord PC) 

Ms Marilyn Mushinski (Scarborough Centre / -Centre PC) 

Mr Richard Patten (Ottawa Centre / -Centre L) 


Substitutions / Membres remplacants 
Mr Frank Klees (Oak Ridges PC) 
Mrs Tina R. Molinari (Thornhill PC) 


Also taking part / Autres participants et participantes 
Mr Erik Peters, Provincial Auditor 


Clerk pro tem / Greffier par intérim 
Mr Douglas Arnott 


Staff / Personnel 
Mr Ray McLellan, research officer, 
Research and Information Services 


Se ee ee ee ey 


SO re ee er er ee ed 





Legislative Assembly 
of Ontario 


First Session, 37% Parliament 


Official Report 
of Debates 
(Hansard) 


Tuesday 29 February 2000 


Standing committee on 
public accounts 


1999 Annual Report, 
Provincial Auditor: 
Ministry of the Environment 


Chair: John Gerretsen 
Clerk: Donna Bryce 





Assemblée Ilégislative 
de l’Ontario 


Premiere session, 37¢ législature 


Journal 
des debats 
(Hansard) 


Mardi 29 février 2000 


Comité permanent des 
comptes publics 


Rapport annuel 1999 
Veérificateur provincial : 
Ministere de |’Environnement 


Président : Jonn Gerretsen 
Greffiere : Donna Bryce 








Hansard on the Internet Le Journal des débats sur Internet 


Hansard and other documents of the Legislative Assembly L’adresse pour faire paraitre sur votre ordinateur personnel 
can be on your personal computer within hours after each le Journal et d’autres documents de |’ Assemblée législative 
sitting. The address is: en quelques heures seulement apres la séance est : 


http://www.ontla.on.ca/ 


Index inquiries Renseignements sur |’index 


Reference to a cumulative index of previous issues may be Adressez vos questions portant sur des numéros précédents 
obtained by calling the Hansard Reporting Service indexing du Journal des débats au personnel de |’index, qui vous 


staff at 416-325-7410 or 325-3708. fourniront des références aux pages dans |’index cumulatif, 
en composant le 416-325-7410 ou le 325-3708. 
Copies of Hansard Exemplaires du Journal 


Information regarding purchase of copies of Hansard may Pour des exemplaires, veuillez prendre contact avec 
be obtained from Publications Ontario, Management Board Publications Ontario, Secrétariat du Conseil de gestion, 
Secretariat, 50 Grosvenor Street, Toronto, Ontario, M7A 50 rue Grosvenor, Toronto (Ontario) M7A 1N8. Par 
IN8. Phone 416-326-5310, 326-5311 or toll-free téléphone: 416-326-5310, 326-5311, ou sans frais 


1-800-668-9938. 1-800-668-9938. 

Hansard Reporting and Interpretation Services Service du Journal des débats et d’interprétation 
3330 Whitney Block, 99 Wellesley St W 3330 Edifice Whitney ; 99, rue Wellesley ouest 
Toronto ON M7ZA 1A2 & Toronto ON M7A 1A2 
Telephone 416-325-7400; fax 416-325-7430 Téléphone, 416-325-7400 ; télécopieur, 416-325-7430 


Published by the Legislative Assembly of Ontario Publié par l’Assemblée Iégislative de l'Ontario 


P-213 


LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Tuesday 29 February 2000 


ASSEMBLEE LEGISLATIVE DE L’ONTARIO 


COMITE PERMANENT DES 
COMPTES PUBLICS 


Mardi 29 février 2000 





The committee met at 1043 in committee room 1, 
following a closed session. 


1999 ANNUAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF THE ENVIRONMENT 


Consideration of chapter 4(3.07), conservation and 
prevention division. 

The Chair (Mr John Gerretsen): I’d like to call into 
session this meeting of the standing committee on public 
accounts to deal with chapter 4 of the 1999 Annual 
Report of the Provincial Auditor dealing with the con- 
servation and prevention division of the Ministry of the 
Environment. 

Welcome, gentlemen. You will have 15 to 20 minutes 
for an opening presentation and then afterwards we’ll 
throw it open to the membership for any questions they 
may have with respect to the report. Perhaps you could 
identify yourselves before speaking so that Hansard can 
pick up the various speakers who are here. 

Mr Stien Lal: My name is Stien Lal. I’m the deputy 
minister at the Ministry of the Environment. With your 
permission, I would like to introduce my colleagues. On 
my immediate left is Mr Carl Griffith, who is the assist- 
ant deputy minister, operations division, in the ministry; 
to my immediate right is Mr Michael Williams, director, 
environmental assessment and approvals branch; and to 
his right is Mr Keith West, director, waste management 
policy branch. We also have with us, sitting just behind 
me, John Lieou, who is the manager of the water and 
sewage program in the ministry. 

Thank you, Mr Chair and honourable members, for 
this opportunity to discuss the Provincial Auditor’s 1999 
annual report. The Ministry of the Environment wel- 
comes the work of the auditor as a valuable process to 
improve the effectiveness and efficiency of our efforts. 
The result will be strengthened environmental protection 
in Ontario. 

As members will know, the 1999 report updates the 
recommendations made by the auditor in his 1997 report. 
This morning, with your permission, I would like to share 
with you how our ministry has responded to these recom- 
mendations. 

A key to our response is the Waste Diversion Organ- 
ization, or WDO, which we established with partners 
from industry, municipalities and other groups. I will 


describe some of the functions of the WDO as I outline 
our efforts with respect to the auditor’s recommenda- 
tions. The Waste Diversion Organization, established in 
November 1999, we believe brings together a full range 
of stakeholders involved in waste management, including 
industry, municipal and provincial government, and a 
recycling advocacy organization to help fund the muni- 
cipal blue box and other waste diversion programs. The 
key objective of the new organization is the development 
of a long-term, sustainable funding plan for the blue box 
and other waste diversion activities. 

The Waste Diversion Organization is based on a one- 
year voluntary memorandum of understanding. WDO 
members have committed $14.5 million to develop, 
implement and fund municipal waste diversion programs. 
Under the agreement, the WDO will establish programs 
to: 

First, fund blue box costs related to wine and liquor 
glass containers to the tune of $8 million. This continues 
the $4 million given to the municipalities in March 1999 
by the Liquor Control Board of Ontario; 

Second, it will increase diversion of organic wastes by 
as much as $2 million; 

Third, it will establish additional depots for municipal 
special household wastes, which are sometimes referred 
to as household hazardous waste, to the tune of $1 mil- 
lion; 

Fourth, it will improve the efficiency and effectiveness 
of blue box programs by as much as $2 million; 

And finally, it has a mandate to inform the public 
about municipal waste management activities and intends 
to spend $1 million towards it, with municipalities re- 
ceiving free advertising space in daily newspapers. 

The Waste Diversion Organization’s partners are 
drawn from the following sectors and organizations: 
Food and consumer products, represented by Corpor- 
ations Supporting Recycling; municipalities, represented 
by the Association of Municipalities of Ontario; daily 
newspapers, represented by the Canadian Newspaper 
Association; chemical specialities and paint and coatings, 
represented by the Canadian Paint and Coatings Associa- 
tion and the Canadian Manufacturers of Chemical 
Specialties Association; the Liquor Control Board of 
Ontario; the Recycling Council of Ontario; and finally, 
the Ontario government, represented by the Ministry of 
the Environment. 

The Waste Diversion Organization’s review of longer- 
term issues will include the development of options for a 
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sustainable funding formula to provide up to 50% of the 
net operating costs for municipal blue box programs, as 
well as to continue the programs described above. 

The MOU between the government and WDO calls 
for the organization to design a special household waste 
management program, including options for its funding. 
The board is now up and running and I can assure you of 
the ministry’s continuing commitment to work with the 
WDO to ensure the sustainability of waste diversion in 
the province. 

I will now summarize the current status of the ministry 
in implementing the recommendations made by the 
auditor. 

1050 

On waste reduction grants administration, the first 
section of the 1997 report deals with the disbursement of 
grants to municipalities and industries to support the blue 
box program and other waste reduction initiatives. The 
auditor was satisfied, we believe, that we had adequate 
procedures in place to ensure that grants comply with the 
terms and conditions of our agreements with recipients. 

The next section, dealing with the effectiveness of 
waste reduction, contains two recommendations. First, 
the auditor noted that the ministry should incorporate the 
province’s 50% waste reduction goal into the waste 
management policy branch business plan. In fact, the 
ministry’s 1999-2000 public business plan includes the 
50% per capita waste reduction goal and targets contin- 
uous improvements towards that goal from our base of 
1987. The branch’s draft long-term business plan also 
includes this goal. 

Ontario has already achieved a waste reduction rate of 
35%, and as we report on our final progress for 1998, I 
expect we will be close to the 40% level. While it is 
difficult to compare rates because of different measure- 
ment approaches, we believe Ontario’s will be among the 
highest of any North American jurisdiction. The Waste 
Diversion Organization will be looking for ways to 
improve waste reduction performance in Ontario to 
achieve the 50% target. 

With the second recommendation, the auditor noted 
that the ministry should measure and report on the 
effectiveness of its waste reduction programs to permit 
the timely adjustment of strategies and the development 
of action plans. The ministry continues to operate and 
improve its system to monitor disposal of Ontario- 
generated municipal waste. Data are gathered on an on- 
going basis through surveys, review of ministry records 
and directly from private disposal site operators. 

Since the 1997 audit, the ministry has published an 
annual municipal 3Rs fact sheet which reports on muni- 
cipal waste reduction efforts. This information is collect- 
ed in a comprehensive survey of all municipalities, 
conducted through a partnership between MOE, the 
Recycling Council of Ontario, Corporations Supporting 
Recycling, the Association of Municipal Recycling 
Coordinators and the Municipal Waste Information Net- 
work. I will be pleased to leave with you a copy of the 
current fact sheet, which shows the substantial progress 
achieved in waste reduction at the municipal level. 


The system of ongoing measurements of disposal and 
diversion activity is used to report on the ministry’s 
success in meeting the goals of its business plan. It has 
enabled the ministry to fine-tune its actions as necessary. 
The 1999 auditor’s report noted that their earlier recom- 
mendation concerning this issue was substantially imple- 
mented. 


Ontario’s blue box system is a very successful initia- 
tive, first started in the 1980s. Today it serves over 3.8 
million households, or more than 90% of all households 
in Ontario. In 1998, over 650,000 tonnes of materials 
were recycled. This is 42% more than was recycled in 
1994 and represents an average of 168 kilograms re- 
cycled for each household. Since its inception, the blue 
box system has diverted to recycling over five million 
tonnes of materials, most of which would have otherwise 
been disposed of in Ontario’s landfill sites. 


The blue box program: With respect to the program 
the auditor noted that “to ensure the program is sus- 
tainable, the ministry should work with municipalities to 
cut the cost of collecting and processing recycled 
materials.” The sustainability of blue box is in fact one of 
the key issues for our ministry. It was an important 
motivation in our formation of the Waste Diversion 
Organization. In the next year the WDO has been asked 
to develop for the government’s consideration a long- 
term funding formula to cover up to 50% of the net oper- 
ating costs incurred by municipalities in the operation of 
blue box and other municipal waste diversion programs. 
A target for this funding has been set at up to $27 mil- 
lion, as set out in the memorandum of understanding 
implementing the WDO. 


An important part of the WDO’s mandate is to give 
municipalities the tools they need to make their programs 
more efficient and effective in all areas, including collec- 
tion and processing of recycled materials. Some $2 mil- 
lion has been earmarked for a program to achieve this 
purpose. The program will include, but is not limited to: 
examining the number and location of material recovery 
facilities in Ontario; planning future capital improve- 
ments in these facilities, particularly shared-cost projects 
with demonstration value; investigating innovative col- 
lection methods; and increasing waste diversion from 
apartment recycling programs using retrofits and other 
measures. 


The WDO will also provide $4 million to municipal- 
ities to help cover the 1999 costs of recycling wine and 
liquor glass containers. A further $4 million will be pro- 
vided for the same purpose for the year 2000. 


Costs and benefits of recycling: The auditor has noted 
that the ministry should work with municipalities to 
encourage the use of full-cost accounting for assessing 
the most cost-effective method for the disposal of waste 
in their communities. Many municipalities, including 
Toronto and London, are already developing plans which 
include the use of full-cost accounting principles to 
determine the cost and benefits of various composting, 
recycling and disposal options. 
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The ministry strongly supports this practice and con- 
tinues to work with its partners to develop the tools 
municipalities can use to make informed decisions. 
Several relevant initiatives include: As part of the long- 
term funding formula, the WDO will also develop a 
standardized accounting system for all municipal blue 
box and recycling programs; and our partnership with the 
Environment and Plastics Industry Council designed 
computer models for recycling collection systems and 
facility processing costs. This work contributed to the 
development of integrated waste management system 
models by our industry partners. The use of computer 
models is growing. For example, a model was used by 
the city of London for its waste management decision- 
making. Others are being used by Hamilton-Wentworth 
and Markham. 

The auditor also noted that the ministry should 
expedite its review of the legislation regarding refillable 
soft drink containers and at the same time work with 
industry to develop a practical solution that addresses 
municipal concerns. 

One of the key municipal concerns outlined by the 
auditor was that the cost of disposing of containers was 
being unfairly shifted from industry and consumers to the 
taxpayer, and we agree with that statement. The container 
regulations have been out of step with consumer prefer- 
ence for many years and have not been enforced since 
1991. As everyone will know, these regulations have 
been under review for some time. The review and future 
decision are contingent on the work being carried out by 
the WDO. We expect the review to be completed after 
September 2000, when the WDO submits options and its 
recommendations on a sustainable funding plan for the 
blue box program and other waste diversion initiatives. 

Moving on to environmental assessment, the auditor 
noted that the ministry should establish indicators to 
measure and report on the effectiveness of the environ- 
mental assessment process and monitor compliance with 
the terms and conditions of approval for approved 
projects. 
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The ministry has a number of initiatives underway that 
we believe will address the auditor’s recommendations to 
establish indicators to measure program effectiveness and 
monitor compliance with conditions of approved envi- 
ronmental assessment projects. Performance indicators 
have been developed that focus on time, cost and cer- 
tainty of the process. To fulfill this requirement, a time- 
line regulation was passed under the Environmental 
Assessment Act that sets timelines for key steps in the 
government decision-making process, in addition to 
ministry business plan indicators relating to time frames 
for board decision-making. 

The ministry has launched a database for all EA 
projects to track and report on compliance with the con- 
ditions of approval. With the completion of the integra- 
tion of our approvals and environmental assessment 
branches, we are now developing a number of additional 
indicators to measure effectiveness. The integration of 


the branches to provide one window for the ministry 
environmental approvals allows the ministry to take a 
comprehensive approach to developing performance 
measures and monitoring compliance for all environ- 
mental approvals. 

Funding for water and sewage projects: In 1997, the 
auditor noted that the ministry should require muni- 
cipalities not only to review water conservation and 
system optimization measures, but also to implement any 
applicable cost-effective measures before expansion 
projects are eligible for provincial funding. 

As well, the auditor called for the ministry to ensure 
that appropriate documentation is received to substantiate 
critical information on the application that may have a 
direct impact in determining eligibility and the amount of 
provincial funding for water and sewage projects. 

The ministry has incorporated the auditor’s recom- 
mendations into the design of the provincial water 
protection fund, or PWPF, including the requirement that 
municipalities must first implement applicable, cost- 
effective measures such as water conservation and 
system optimization before expansion projects are elig- 
ible for funding assistance; careful assessment of all 
documentation provided as part of PWPF applications to 
determine eligibility and calculate the appropriate 
amount of funding assistance; and continued close 
monitoring of municipal cash flow requirements and 
scrutiny of expenditure claims to minimize or quickly 
recover grant overpayments. 

In 1999, the auditor recognized that the ministry has 
responded in a completely satisfactory manner to these 
recommendations. 

In conclusion, I want to once again thank you, Mr 
Chair and honourable members, for the opportunity to 
discuss actions taken by the Ministry of the Environment 
to address the recommendations of the 1997 Provincial 
Auditor’s report, as well as issues raised in the 1999 
auditor’s report. The ministry views these reports as an 
excellent way to improve our efforts to strengthen the 
protection of Ontario’s environment. 

At this moment, we will attempt to answer any ques- 
tions that you or your committee members may have. 

The Chair: Thank you very much. We have 17 min- 
utes for each caucus in this first go-around, and we’re 
starting today with the Liberal caucus. 

Mrs Leona Dombrowsky (Hastings-Frontenac- 
Lennox and Addington): My question is on the state- 
ment you made with regard to the auditor’s recommenda- 
tion on reusable containers. You indicated in your 
presentation that while there is—is it a regulation or a 
policy on the books? I believe it’s been there since 1985. 
In your presentation, you indicate that it has not been 
enforced since 1991. First of all, I would like to ask why 
that would not have been enforced. 

Mr Lal: The ministry, going back to 1991, has indica- 
ted that these regulations were the subject of revision and 
scrutiny and that there was really no support for these 
regulations generally as far as preference of Ontario 
citizens was concerned. The government has made a 
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commitment that it is going to review these regulations, 
and in fact has made that public and has invited com- 
ments in respect of it. 

The WDO, which we think is the answer, is mandated 
to ensure the long-term sustainability of this program, 
and using the blue box, which collects not only refillable 
soft drink containers but also other recyclable material, is 
in our view a much more comprehensive approach than 
creating a parallel system that would deal only with 
refillable containers. 

You may also wish to know that of all the provinces 
that have a system in place for refillable containers, only 
the province of Prince Edward Island, which has a 
population of close to 150,000 people, actually uses those 
containers for the purpose of refilling. All of the other 
provinces use the containers merely for recycling. 

Mrs Dombrowsky: If I could continue, you indicate 
that your reason for not enforcing it is that consumers 
don’t prefer to use— 

Mr Lal: I’m sorry. If I could elaborate on that as well, 
in 1994 we sought legal advice on the enforcement of the 
regulation, whether it would be appropriate for us to con- 
tinue to enforce it. Our advice was that the regulations 
would be inappropriate while efforts were underway to 
improve the refillable ratio while in negotiations with the 
industry. Our legal counsel believes that prosecutions 
under the regulations would amount to an abuse of 
process on the part of the ministry, given the broad 
understanding that the ministry would not enforce the 
regulations until a new approach was accepted. That is 
another reason why we’re not enforcing the regulations. 

Mrs Dombrowsky: In my community, the constit- 
uents in the part of Ontario that I represent have had 
reason to focus their attention on the way that waste is 
disposed of and would come to my office to indicate that 
there needs to be more initiative on the part of the 
government with regard to waste diversion. People 
within my riding have indicated very clearly that they are 
aware there are other provincial jurisdictions in Canada 
where soft drink containers are reused. The sense is that, 
given the opportunity to reuse soft drink containers and 
encouraged by municipalities to do so, it would con- 
tribute significantly to reducing the amount of waste that 
is now either recycled or directed toward a landfill. 

I am concerned that there might be a move on the part 
of the ministry to move away from this sort of initiative 
when in other jurisdictions it has been successful, and, at 
least from what we have been told earlier this morning, 
that while some soft drink manufacturers would indicate 
that the initiative is not successful, that may not be quite 
the case. So this part of the report is one that is of 
particular interest to me, and I do appreciate the answers 
that the deputy minister has provided to me this morning. 

The Chair: Is there anything you wish to add? 

Mr Lal: For the benefit of the committee, I was just 
going to give some numbers in respect of other juris- 
dictions which the honourable member may find helpful. 

According to our information, eight of the 10 Canad- 
ian provinces and 10 of the 52 American states have a 








deposit-return system for beverage containers. There is, 
however, as I indicated, only one jurisdiction, PEI, which 
actually refills beverage containers to any measure. The 
only other system, which I’m sure we’re all familiar with, 
is the refillable beer containers which are handled 
through a private deposit-return system, some for refill 
and others for recycling. But to the best of our know- 
ledge, no wine and liquor containers are refilled any- 
where in Canada or in the US, nor are soft drinks or other 
beverages in any measurable way. In the US there are 
neither mandatory requirements nor any refilling of 
beverage containers. I hope that helps. 
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Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): My question has been partially answered. In our 
part of Ontario it seems to be a big issue that disposable 
beer cans and soft drink cans are picked up and taken, in 
my understanding, to the province of Quebec for re- 
cycling. I was wondering whether that was a provincial 
government initiative or a private enterprise initiative, 
because it’s my understanding that they get at least five 
cents a can when they put them in the machines in 
Quebec, and whether Ontario ever looked at that type of 
initiative. I would just like your comments. 

Mr Lal: I will ask Keith West, director of our waste 
management policy branch, to respond to that particular 
question. 

Mr Keith West: When you get close to borders of 
that nature, sometimes some of our containers do end 
up—I would suggest that that’s fairly minimal in terms of 
the overall waste stream. We’ve looked at all systems 
across Canada as to which best suits Ontario and still 
come to the conclusion that it’s the blue box system that 
gives us the most capture of the most materials, more 
than any other system in North America, and all of 
Canada as well. 

Mr Cleary: But is this private enterprise that has 
these machines that they go in, or is that subsidized by 
the Quebec government? How does that work? 

Mr West: The Quebec government is moving on a 
number of initiatives that are still in the draft stages of 
implementation. I believe that it is a government system 
in place, that they have working in Quebec. It could be 
contracted out to the private sector. I don’t know enough 
of the details to know whether it’s a private sector depot 
or contracted out by the Quebec government or a local 
municipality. 

Mr Cleary: My next question is on the glass bottles. 
You had mentioned earlier that they’re not reused. That 
was my understanding. Where does this glass go then? 

Mr West: The majority of glass is recycled here in 
Ontario. We have a very strong glass market. There are 
some issues around northern Ontario related to travel 
costs in terms of getting the product to our markets, but 
the majority of glass is recycled. We do a survey with 
municipalities every year because we have a funding 
program now in place with them. Substantive tonnages 
are being recycled and they are being put into other 
product. 
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Mr Cleary: We hear that Ontario is a dumping 
ground for other jurisdictions. I would like your com- 
ments on that. Is that increasing or decreasing? Or are the 
facts that we’re hearing not proper? 

Mr Lal: We certainly do not believe that Ontario is 
the dumping ground for all waste. The reality is that 
waste is two-way traffic. We dispose of a lot of our waste 
in the states of Michigan and Ohio and other US juris- 
dictions. Under the terms of the free trade agreement, the 
transfer of waste from one jurisdiction to another is con- 
sidered a trade matter, so we’re not able to impose the 
kinds of restrictions that we would like to impose in 
terms of importation of some of this waste. 

In addition to that, the importation jurisdiction rests 
with the federal government more than it does with the 
province, so we are doing everything we can to discour- 
age and to minimize the importation of waste into 
Ontario. I would not say that, by any stretch of the imag- 
ination, Ontario is the dumping ground for US waste or 
other imported waste. 

Mr Cleary: In my part of Ontario MRR, Material 
Resources Recovery, just got a certificate of approval to 
expand their operations of hazardous waste. I want to ask 
you where all this material would be coming from. 
Would it only be within the boundaries of Ontario, or is 
some of it coming from the States and other juris- 
dictions? 

Mr Lal: I’ll ask my colleague, Mr Williams, to 
answer that question. 

Mr Michael Williams: The hazardous waste to be 
processed at that facility under the terms and conditions 
of the certificate of approval would be from Canada only; 
it would not be allowed to be imported. 

Mr Cleary: So it’s only Canadian waste? 

Mr Williams: That’s correct, sir. 

Mr Cleary: Coming from anywhere in Canada? 

Mr Williams: Yes, sir, that’s correct. 

Mr Cleary: How much time do we have left? 

The Chair: You have another five minutes. 

Mr Cleary: Okay. I’ve just wondered about another 
thing we hear a lot about. I’d like to know what role your 
ministry is playing in dead livestock removal. In our part 
of Ontario, there’s no market for dead animals. I was just 
wondering if you people were working with the Ministry 
of Agriculture and Food and whomever else, to try to 
have a market or to solve this problem. Meeting with 
conservation authorities and other individuals—and I 
have a lot of figures here—they are very concerned. They 
know that some of these dead or crippled animals will 
not get to a recycling plant and will be left or buried 
someplace where they may cause problems in the envi- 
ronment. I was just wondering what, if anything, your 
ministry is doing about that. 

Mr Lal: It appears to me that the question raised by 
the honourable member refers more appropriately to 
OMAFRA, the Ministry of Agriculture. We would 
certainly be more than happy to raise this issue with that 
ministry and provide you with an answer as quickly as 
we can. 


The Chair: So you’re not involved in that kind of 
issue at all? 

Mr Lal: No, we’re not directly involved in that issue. 

Mr Cleary: Well, I'll just tell you that we have been 
working with the Minister of Agriculture on this issue. 
It’s a big concern in our part of Ontario, and we don’t 
seem to be getting anywhere. As I said, the Ministry of 
Natural Resources and others think it could be a big 
environmental problem. 

Mr Lal: We will take those comments under advise- 
ment, Mr Chair, and attempt to respond to the honourable 
member. 

Mrs Dombrowsky: Going back to the bottles, we 
understand that beer bottles are reused. Would that be 
correct? 

Mr Lal: That is so. 

Mrs Dombrowsky: Would the ministry have any 
understanding why it is a worthy, worthwhile initiative 
for that industry and not for the soft drink industry? 

Mr Lal: Mr Chair, I'll attempt to answer that very 
important question. There are several reasons why the 
beer bottle refilling process is successful. For starters, the 
beer companies in Ontario see the system of refilling beer 
bottles as a discouragement to their American compet- 
itors to come and sell beer products in Ontario. There- 
fore, there is an incentive to encourage the development 
of that process. 

Secondly, the system has been in place for a very long 
time, and is privately run by breweries that are in this 
particular business. 

Thirdly, it already has specific locations, namely the 
beer stores, where the empty bottles could be returned. 
They have a very sophisticated and well-established 
practice to reclaim and reuse these bottles. 

Finally, of course, the cost to the beer companies is 
reduced if they are able to reuse these bottles as opposed 
to having to buy new bottles every time they put the 
product in. 

For all those reasons, I respectfully suggest that the 
beer situation is quite unique and quite different from 
what it would be in respect of any other refillable con- 
tainer. 
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Mrs Dombrowsky: Just a comment. I would agree 
that the first point, with regard to the advantage over their 
competitors, is valid. Certainly the returning of beer 
bottles is a long-standing arrangement in this province, 
and I suggest that if soft drink companies implemented 
such a policy or program, in time it would be a long- 
standing arrangement as well. I would hope and think 
that if there are efficiencies in beer companies’ reusing 
bottles, those same efficiencies and cost savings would 
be enjoyed by soft drink manufacturers as well. So it 
would certainly be an area that I believe would be worthy 
and worthwhile for this government to support; that is, to 
encourage soft drink manufacturers to implement the 
reuse of their bottles. 

Mr Lal: Thank you very much for that comment. 
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Ms Shelley Martel (Nickel Belt): Thank you for 
coming here today. I want to start my questions with 
respect to the blue box program. In 1989 the Ministry of 
the Environment made two statements with respect to 
waste reduction: (1) there would be a reduction in solid 
waste disposal by 25% by 1992 and (2) there would be a 
further reduction to 50% by the year 2000. 

In his 1997 report the auditor said, as you pointed out, 
Deputy, that the ministry should incorporate the prov- 
incial goal in the waste reduction branch business plan to 
guide all waste reduction activities. I heard you say that 
had been implemented and appeared in the waste 
reduction branch manual and also in the business plan. 
But I look at the business plan and on page 11, under 
“Resource conservation,” I see, “continuous improve- 
ment toward 50% reduction from the base year of 1987,” 
and the target year of 2000 has dropped off altogether. 

The first question I want to ask is, has Ontario 
abandoned its 50% reduction target for the year 2000? 

Mr Lal: The straight answer to that, Ms Martel, is that 
we certainly haven’t abandoned the goal. We intend to 
work towards achieving that objective, but that is still 
very much an objective and a commitment that Ontario 
has made. 

Ms Martel: If that is the goal, and given that the 
auditor said it should be incorporated, why does it not 
appear in the business plan, which, for the whole world, 
would be the minister’s and ministry’s intentions in terms 
of accomplishments? 

Mr Lal: Perhaps I do not appreciate the nuance you 
are referring to. Our intention in the business plan is to 
work towards achieving that goal, as opposed to it having 
been categorically stated that we will achieve it. There 
are some reasons for that, if I may share them with you. 

The waste is generated by the private sector and other 
companies and by individuals, not by the ministry. We 
have to use every persuasive method and every regula- 
tory power we have to encourage these organizations or 
waste generators to achieve the 50% target. Our commit- 
ment is to work towards persuading them to get to that 
objective. It is not for us to set the goal unilaterally but to 
work towards that goal. Having said that, I want to assure 
you it does not for a moment mean that our commitment 
is in any way diminished. 

Ms Martel: Deputy, the goal was for the year 2000, 
and it’s a very important nuance. The target in 1992 was 
achieved. For all intents and purposes, we’re not going to 
achieve a target of 50% in 2000 unless the ministry has 
some very specific plans that we are unaware of. So 
perhaps I should ask that question. If you were to reach 
the goal in the year 2000, what specific actions would the 
ministry have to take now in order to do that? 

Mr Lal: First, I’d like to say that we are very close to 
that goal. Our estimates are that we are somewhere 
between 39% and 40%. But in terms of what actions 
would be necessary if we were to unilaterally achieve 
that goal, I’m going to pass it on to my friend, who is an 
expert in the field, and he will probably share his views 
with you. 





Mr West: I'd like to add that the number we’re at 
currently is based on the 1998 figures, so we still have 
two years to report on. I can’t conclude where it’s going 
to fall out in terms of when we report on the actual 2000 
numbers, but that will be a couple of years out. 

The Waste Diversion Organization clearly has a 
mandate to drive waste diversion here in Ontario and to 
achieve that target as quickly as possible. Whether that’s 
2000 or shortly thereafter, I’m not sure what the time 
frame will be, but clearly one of the objectives of the 
Waste Diversion Organization and one of the reasons 
why the money is being allocated to organics is that one 
of the areas we really need to pay attention to and stress 
even further in Ontario is the whole wet stream, the 
whole composting issue, which comprises about 30% of 
our waste stream. We think that’s probably the area 
where we will reach and achieve and go beyond that 
particular 50% target if we, through the Waste Diversion 
Organization, give municipalities the kinds of tools and 
the kinds of efficiencies they need to get at that waste, 
which is part of the waste stream as well. That’s one area 
where we see clearly movement toward achieving the 
goal and going beyond the goal as well. 

Ms Martel: I really don’t see how establishing WDO 
is going to get you there. It’s a voluntary organization. In 
terms of the funding that has been contributed, it’s 
probably not even one third of the cost that municipalities 
now have to bear for the blue box program, as they have 
been given a year, and you have said September, to come 
back with some recommendations. 

What do you do if and when they fall apart or come 
back with a target that’s far less than 50%, or refuse to 
really ante up in terms of the funding the industry is 
going to put in to support the blue box program? 

Mr Lal: I will attempt to answer that question and 
then I'll call on my friend to add to it if he so wishes. 

Our minister is on record as saying that the establish- 
ment of the WDO at this stage may be voluntary but that 
he would be very open to regulating in this area should 
regulation become necessary. 

We have given a mandate to WDO to look at the blue 
box program to develop recommendations relating to 
enhancing efficiencies and effectiveness of that program 
and to look at appropriate funding that would be needed 
for an efficient and effective blue box program to 
function. One of the issues they would have to deal with 
is equity in terms of the generator of the waste versus the 
cost that that particular generator has to bear to ensure 
there is equity in terms of who pays for what. We anticip- 
ate that by September we will have a comprehensive set 
of recommendations which will deal with these issues. I 
do not believe they have the mandate or the authority to 
diminish the 50% target that Ontario is committed to. 
Therefore, we do not see that there would be any risk of 
having that target in any way reduced simply because it’s 
WDO that is now dealing with it. 

Keith, do you wish to add to that? 

Ms Martel: Deputy, before you get further, then, what 
is the ministry’s position with respect to what kind of 
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cost the industry should carry with respect to blue box? 
Should the industry carry the majority of the cost, since 
it’s their materials in the blue box? 
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Mr Lal: The answer is yes. 

Mr West: The funding formula that is being looked at 
is up to 50%, of which the industry contribution would 
pay for that 50% funding. 

Ms Martel: If I look at 50%, I’d be hard pressed to 
argue that the industry would be covering the majority of 
the costs on the blue box. Fifty per cent is half; it’s not 
the majority. Yet we’re talking about articles in the blue 
box that are coming directly from newspapers, the soft 
drink industry etc. I’m assuming you gave them this 
direction. Why would the ministry tell them to look at a 
strategy that would cover up to 50% if you believe they 
should carry the majority of the cost? It should be much 
higher. 

Mr West: I think there’s another part to the equation, 
and that’s the equation that goes beyond the blue box and 
looks at other opportunities for funding on the whole 
composting side, on the household hazardous waste side. 
That very much puts us into a situation where industry is 
paying the majority of costs associated to the programs 
that the WDO is implementing. 

Ms Martel: What is the cost that municipalities bear 
now on the composting side versus the cost they bear for 
blue box? 

Mr West: At this present time, the municipalities pay 
for the lion’s share of composting costs unless they have 
an arrangement with industry whereby they have a build- 
operate contract situation. 

Ms Martel: Can you tell the committee what those 
costs are? 

Mr West: No, I can’t. 

Ms Martel: Is that data that would be available? You 
said you were surveying municipalities on an annual 
basis now. Do you gather that data? 

Mr West: We survey municipalities on how much 
they are composting. We have not surveyed them on 
what their composting programs are costing them at this 
point in time. 

Ms Martel: I would think that would be an important 
piece of information for the ministry to have. You’re 
saying to me, “Well, 50% is only one part of the equa- 
tion; that’s just the blue box side,” but you can’t give me 
an idea of how much composting is costing municipal- 
ities so I can’t make a realistic judgment as to whether or 
not, if the WDO does its work, they are actually going to 
be assuming a substantial portion of the costs. If the 
composting costs for municipalities are far less than for 
blue box, they are still not going to benefit significantly if 
all you are asking industry to do is cover up to 50% of 
blue box costs. 

Mr West: I accept your observation, but I do think 
one of the things the WDO has been mandated to do— 
first of all, its first principle is to look into sustaining the 
blue box program. Then it also, as part of the MOU, 
looks at making sure the other programs around com- 


posting, around household hazardous waste, are sustain- 
able. So that’s the second part of the mandate that the 
ministry is looking for out of the WDO. But the first 
principle is, let’s get the blue box sustained and get it up 
to 50% funding of operating costs. 

Ms Martel: Do you have any idea about the costs on 
the hazardous waste side for municipalities? 

Mr West: No, I don’t, but I expect that to be part of 
the report that will come in to the minister. There is a 
report that is also required to the minister, and there has 
been a very extensive committee put together with broad 
representation to look at the whole issue of funding of the 
household hazardous waste depot program at municipal- 
ities. We expect that to be part of their report. 

Ms Martel: How solid is the commitment that the 
ministry made to the industry, then, that they would carry 
50% of the operating costs? I ask that question because it 
sounds to me like you have some costs which should 
have been factored in before a decision like that was 
made: some costs around composting, some costs around 
hazardous waste. Is that a very solid commitment that 
you ’ve already given the industry to say they will pay no 
more than 50% of the net operating costs? 

Mr West: No. On the blue box, we’ve said up to 50% 
to them. There is no magic in that, in that if a different 
formula comes in the recommendation, the minister and 
the government will certainly consider that. There has 
been no commitment made whatsoever in terms of the 
proportion of costs around household hazardous waste. In 
fact, I would suggest to you that on the management side, 
the expectation will be that 100% of the costs will be 
paid on the managing of the waste that comes into those 
depots on the industry side. 

Ms Martel: And they have been advised of that? 

Mr West: The process is such that the ministry is 
asking a number of stakeholders, a number of partners, to 
work out what is the best approach to dealing with some 
of these issues and bring back a funding formula related 
to that. It’s a model that suggests that there are those out 
there who have a real interest and have that kind of 
expertise—and the ministry is certainly participating in 
that—that suggests that they are looking for an approach 
whereby a committee structure will look at those issues 
and look at what is the best model, what is the best way 
to fund that. I think that’s a very good approach in terms 
of getting the best advice from those who are experts in 
this field. 

Ms Martel: Can you tell the committee what specific 
commitments you gave to WDO as it started its work? 
We have what I feel is a commitment with respect to 
Operating costs. Were there other commitments made, 
and can you tell the committee what they were? 

Mr West: All of the commitments, all of the require- 
ments of the WDO are very clearly set out in a memor- 
andum of understanding. It’s all in the public domain. 
Everything in the MOU is the expectation the ministry 
has with the WDO, and there is nothing around commit- 
ments to industry beyond what is in the MOU. That’s the 
same for commitments to municipalities as well. 
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Ms Martel: I understand that. I think they’ve been 
dealing with their commitments for a while, because they 
have essentially been the ones carrying the blue box 
program all of this time, right? They are very clear about 
their commitments; they’ ve been funding the program. 

Mr West: Yes. There’s nothing beyond what is in the 
MOU as to what is being asked for. There is a very clear 
process. We are asking them to report back in to the 
ministry on program development and funding of those 
programs. 

Ms Martel: Deputy, you said earlier that if for some 
reason this process doesn’t work, the minister has said 
publicly he would regulate this area. Can you tell the 
committee what that means? 

Mr Lal: What it means is that the minister is looking 
forward to receiving the report from WDO in September, 
and if the report indicates that it is appropriate to regulate 
the functioning of WDO through a regulation as opposed 
to it being a voluntary organization, he would then take 
that recommendation to his cabinet colleagues for 
approval and, if that approval is forthcoming, he would 
regulate that area. 

Ms Martel: He would regulate the committee itself 
and the funding formula itself. 

Mr Lal: That’s right. 

Ms Martel: And if the committee doesn’t come back 
in September? Have you also given the committee a strict 
timeline with respect to recommendations expected back 
by September? 

Mr Lal: That is so, and all those commitments are 
contained in the memorandum of understanding. The 
timelines that have been set by WDO are in contempla- 
tion of a report by September of this year, so we fully 
anticipate that they will be filing a report with the 
minister by September. 

Ms Martel: Does the $9 million that was contributed 
by the LCBO over the two years cover the cost that 
municipalities bear with respect to what’s in the blue box 
in terms of alcoholic beverage containers? 

Mr Lal: I’m not sure that I can say definitively 
whether it covers the cost or not. I don’t believe we have 
detailed figures of what that cost is. But it certainly goes 
a very substantial way toward covering those costs. 
Keith, you may have— 

Mr West: That’s very correct. 

Ms Martel: So I can understand clearly, when you 
survey municipalities about what is happening with their 
blue box program, what information do you ask them 
for? 

Mr West: We ask them for information around the 
households they are covering, tonnages of all the mater- 
ials that are within their programs and what they are 
capturing; that’s the survey. So at a minimum, every 
municipality reports in on seven materials, as required 
under the regulation, and they give us the total tonnages 
they are capturing within the blue box program. 

They also report on their other waste reduction pro- 
grams, such as composting, what materials they are 


accessing there and the tonnage of rejections out of that 
program as well. 

Ms Martel: Of the seven materials they are reporting 
on, I’m going to assume that wine and liquor bottles are 
part of that. 

Mr West: Yes, they are, in that glass containers are a 
required material to be collected in the blue box. 

Ms Martel: Is a distinction made between wine and 
liquor bottles and other glass? 

Mr West: No, there is not. 

Ms Martel: So it would be hard for you to determine, 
in terms of the LCBO, for example, what that portion is 
for municipalities. What I’m getting at is that the $9 mil- 
lion doesn’t cover it. It is one item that the government 
has direct control over, because we’re talking about 
revenues that the LCBO would otherwise give the gov- 
ernment for health care, education etc. Is it a cost that the 
government could match if they had some clear idea of 
what the cost was to municipalities? 
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Mr West: We have other indicators in terms of liquor 
and wine sales in Ontario that help us come to decisions 
around how many containers are actually in the system 
versus how much is being reported on and things of that 
nature. So we do have some comparative numbers we 
can use. 

Ms Martel: So you believe the $9 million over two 
years adequately, or close to it, covers what the muni- 
cipalities’ costs would be for the blue box. 

Mr West: This is not something I can say to you 
definitively, but yes, we’re comfortable that this is pay- 
ing the lion’s share of the costs that municipalities have 
for wine and liquor containers. 

Ms Martel: Why would the newspaper industry not 
be making a monetary contribution to offset some of the 
municipalities’ costs? 

Mr Lal: The newspaper industry has made a commit- 
ment for $2 million in advertising space. 

Mr West: One million per year. 

Mr Lal: One million dollars per year. We hope very 
much that WDO can actually persuade them to make a 
cash contribution. This would be one of the issues that 
WDO would be dealing with in its September report in 
terms of fairness of the partners. We will await getting 
their recommendation, but at this stage we have been 
able to persuade them to give us advertising space which, 
by the way, is extremely important if the WDO programs 
are to get the profile they need. We hope that in due 
course there will be a cash contribution coming from the 
newspaper association. 

The Chair: From the government side, Mr Barrett. 

Mr Toby Barrett (Haldimand-Norfolk-Brant): 
Deputy Minister, I have several questions, again contin- 
uing with the Waste Diversion Organization. We see it as 
a partnership or a working together of industry, muni- 
cipalities and some other organizations to come up with 
something ideally very practical and cost-effective to 
continue to divert waste out of landfill. I understand there 
is a one-year memorandum of understanding. I was 
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wondering what strategies are in place to ensure that the 
work of this organization would continue beyond one 
year. 

Mr Lal: As I indicated, the minister, through the 
MOU, has given to WDO the mandate to look at not only 
the blue box area but at waste diversion generally. We 
hope and we expect that between now and September the 
board of directors of WDO will carry out a full analysis 
of the issues involved in waste diversion and that they 
will be filing a report with the minister by September. 
We think the report will be very useful to the ministry 
and to Ontarians generally in terms of determining what 
future course of action to adopt. On receipt of this report, 
I would assume that the government would act in 
accordance with its recommendations. 

Mr Barrett: We’ ve certainly been hearing a bit about 
the costs of recycling, a concern that these costs are in 
some cases unfairly transferred to the taxpayer or to the 
municipal taxpayer. The Waste Diversion Organization 
has a funding target of $27 million. I wonder how this 
$27-million target was determined. Where does the 
money come from or how is this to be achieved? Can you 
tell us a bit more about that? 

Mr Lal: Certainly. The funding target of up to $27 
million was set in the MOU as a long-term sustainable 
funding formula, of which the LCBO, we hope, will con- 
tribute $5 million. This target was based on an extensive 
multi-stakeholder consultation process that took place in 
1998. The Recycling Council of Ontario roles and re- 
sponsibility process was involved. The WDO initiative 
emerged in part through this process. Through the RCO 
process it was also determined that the net cost of oper- 
ating the blue box program is approximately $46 million 
annually. We thought industry would be asked to raise up 
to $22 million, with the LCBO contributing $5 million. 
The WDO, as I’ve indicated, has been asked to make 
recommendations by September as to how the funding 
formula can be achieved. 

Mr Barrett: OK. We also heard earlier that Prince 
Edward Island, with a very small population, apparently 
is the only jurisdiction that actually refills soft drink 
containers. Recycling makes sense, but to get consumers 
to use the kind of product that can actually be refilled 
again—going back to those original regulations, to what 
extent were those regulations out of step with where the 
consumer was coming from? I just want some more 
information on that. Are there any other success stories 
beyond Prince Edward Island or are there not? 

Mr Lal: As I indicated, our information is that out of 
all the provinces and 10 states in the United States that 
have a system of collecting soft drink containers, Prince 
Edward Island is the only jurisdiction that actually uses 
those containers for refilling purposes. All the rest of the 
jurisdictions in fact put those glass containers into their 
recycling system. 

Mr Barrett: In so much of this business, whether it’s 
waste diversion or cleaning up water or cleaning up air, 
many of us put a great deal of faith in technological 
advancements and innovations. As a society we have an 


ever-increasing ability, and we certainly have the 
prosperity in a booming economy, to foot more research 
and put more emphasis on some of the technological 
answers. In this business, as far as diverting waste is 
concerned—of course, there’s work being done on 
composting—what kinds of innovations are out there? 
What kinds of answers can we look forward to? 

Mr Lal: The Ontario industry is really a leader when 
it comes to technologies relating to environmental areas, 
and the waste diversion area is no exception. Tech- 
nologies designed to for instance process mixed waste 
are an area where recent developments have occurred. 
This technology has the potential to divert much more 
material from the waste stream than can be done at 
present. It also is a way to recover the energy value in 
some non-recyclable materials. 

Another development is the collection of waste and 
recyclables in a single pass, what is referred to as co- 
collection. This uses specialized equipment to collect 
waste and recyclables in one pass and thereby save 
substantial operating and capital costs. So there are a lot 
of new technologies which could be very helpful. 
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Mrs Julia Munro (York North): I too have an inter- 
est in this question of waste diversion. In your comments, 
when you mentioned the program looking at the number 
and location of material recovery facilities, which is I 
guess where you just ended in terms of your comments 
with regard to Mr Barrett, I think it’s important for 
people to understand the kind of leadership that you have 
suggested here. I guess one of the kinds of things that 
people need to understand is the opportunity to treat 
things differently according to what they are and the 
question of what is the most effective way. 

I would like to come back to this issue. One of the 
things that there’s been much discussion about is the 
question of the 50% waste reduction. In the range of 
options that are open for discussion and study, do you 
have information that would give us a sense of where in 
those municipalities there has been a fee per bag and 
what kind of results that has had in terms of waste 
diversion? 

Mr West: Yes, we’ve had some considerable experi- 
ence now in Ontario and as a ministry we do monitor 
those municipalities that have implemented what is called 
the user-pay system. The user-pay system is usually user- 
pay for garbage. Each municipality does it a little differ- 
ently, so you’re not always comparing straight apples to 
apples. But most municipalities allow you two or three 
bags of garbage and then for any additional you pay a 
charge, usually around a dollar. But they all differ. We 
how have 100 in place in Ontario. There’s been sub- 
stantial growth over the last three or four years, and that 
will increase. We know of other municipalities that are 
seriously looking at this issue. The impact, depending on 
the program, can be substantial from a recycling per- 
spective, anywhere from a 25% to 50% increase in the 
amount of recycling tonnage that is associated with the 
program. It is very much dependent on what the program 
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is that the municipality rolls out, but it has a substantial 
impact if they do it aggressively. Most householders 
respond very positively in terms of the amount of waste 
they are putting into the recycling side rather than into 
the waste side. 

Mrs Munro: If I could just follow up on that, does 
this mean that the Waste Diversion Organization has in 
its mandate an opportunity to point to best practices or 
things like that that would give other municipalities that 
might be considering such undertakings a sense of what’s 
out there and what they might expect or, frankly, pitfalls 
they might want to avoid? 

Mr West: Absolutely. One of the mandates of the 
WDO is to share information. There is a communications 
committee that has been set up under that and they will 
be reporting regularly. They have monies available and 
already some programs in place that target municipalities 
on best practices and improving their systems, and that is 
expected to be reported upon. At the end of the day, a 
report is expected as to how effective the programs that 
were put in place by the WDO have been. So there is 
very much an opportunity to do that. 

Mr Lal: If I could just elaborate on that, there are two 
other factors as well that I think are important to keep in 
mind. 

The WDO board consists of industry, municipalities, 
MOE and anybody else who’s substantially involved in 
the waste diversion business. Therefore, it is a board of 
directors that has a collection of people who have a great 
deal of expertise in this area. With the substantial repre- 
sentation of the municipalities there, through the Associ- 
ation of Municipalities of Ontario, there will be a very 
good opportunity to relay best practices that municipal- 
ities discover to other municipalities. 

In addition to that, we see the WDO taking very much 
a leadership role in terms of finding solutions to these 
very complex issues. Part of their mandate will be to look 
for best practices and for efficiencies and for cost sav- 
ings. We really do believe that if it is given the appro- 
priate support it has the potential for providing great 
leadership in this area. 

Mrs Munro: Perhaps my next question is a bit 
premature given the fact that they do have a timeline in 
which to report, but I want to go back to the issue of the 
material recovery. Is there a bright future for that? Is it 
something that you see an expanded role for within the 
province? 

Mr West: In terms of the cost or in terms of the 
amount of product going into— 

Mrs Munro: I guess that one is equally important, but 
I was thinking from the standpoint of the amount of 
material that would go there and I am assuming that with 
that would go some efficiencies. 

Mr West: We are seeing an increase every year in the 
amount of tonnage collected in the blue box program, so 
very Clearly we are putting more tonnage into the system 
and that is being recovered and being reused for other 
purposes, from a recycling perspective. 

The markets that are available are also maturing. They 
are markets that are internationally based, for the most 





part, and they are reported upon and given to muni- 
cipalities so that they know what the market conditions 
are going to be when their material ends up at their 
facility and they subsequently market. They know fairly 
carefully what the spot price is going to be. That’s 
monitored and shared with municipalities. It will con- 
tinue to be shared to municipalities under the WDO as 
well. 

Mrs Munro: I don’t know how much time— 

The Chair: You’ve got three minutes left. I assume 
that we’re going for another round this afternoon any- 
way, right? Yes. Go ahead. 

Mrs Munro: I wanted to ask a final question with 
regard to the mandate of the WDO, and that is in the area 
of research and technology in the area of the business of 
garbage. Does it have a role there? Is there a direct 
liaison with any kind of research that’s being done in this 
area? 

Mr West: The closest that you’ll see within the 
program at this point in time is clearly a real role for 
technology to play in the efficiencies and effectiveness. 
A lot of the solutions that will come out in terms of how 
best should a material recovery facility operate will be 
technology-based, so there are monies set aside for that. 

In terms of research, at this point in time there is no 
particular fund that goes towards that, but again, a lot of 
the research and a lot of the technology will come out of 
how we improve the system. As we put moneys towards 
that, a lot of that will come out into play. 

That doesn’t mean that when they report back in the 
future they report back on the need for research to take 
place and that there be some funding made available to 
that. That’s certainly open as part of the future mandate 
of the WDO. 

Mrs Munro: Thank you. Do you have a quick 
question? We only have a couple of minutes. 

Ms Marilyn Mushinski (Scarborough Centre): No, 
I can wait until this afternoon to ask it. 

Mrs Munro: OK, thank you. 

The Chair: You actually have one minute left. No? 

Mr Maves: I gave her a minute, if she wants it. 

Mrs Munro: I’m going to waive my minute. 

The Chair: You’ve just waived it then. Thank you 
very much. Thank you for attending and we will resume 
again at 1:30 this afternoon. 

The committee recessed from 1158 to 1332. 

The Vice-Chair (Mr John Cleary): Committee 
members, we’ll call to order the afternoon session on the 
auditor’s report. It’s my understanding that we’re going 
to go another round of each caucus of 20 minutes. Is that 
correct? If that’s the case, we’ll ask Mr Gerretsen. He 
wants to make a presentation. 

Mr John Gerretsen (Kingston and the Islands): 
Thank you very much for taking the chair this afternoon, 
Mr Vice-Chair. 

I’ve got a number of questions relating to the whole 
recycling program. They relate to the fact that it’s my 
understanding that 96% of all the beer bottles that go out 
into the system come back at some stage, which is a 
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highly laudable goal. It’s quite a successful program, 
obviously. 

Why can’t this be done with soft drink bottles as well? 
It was at one time when we had a deposit system, I don’t 
know how many years ago; maybe 25, 30 years ago. 
Could you just give us an explanation on that? 

Mr Lal: I will certainly attempt to do that, but then I 
will also call on my colleague Mr West to give us some 
more details. 

As I said in the morning, there are some very real 
differences between the beer industry’s rebottling system 
and what is proposed for soft drink containers generally. 
They have a very well-established system that has been 
running fairly effectively for a very long time. They have 
the advantage of the consumer going to buy the product 
at a specific location where he or she can also return the 
empty bottles. They also use— 

Mr Gerretsen: But with all due respect, that also 
applies with respect to soft drink bottles. They could be 
returned to the same place. There may be many more 
places because of convenience stores etc, but if a system 
were initiated whereby there was, let’s say, a deposit 
system on soft drink bottles, whether they’re plastic or 
glass, the likelihood is that most of those bottles would 
be returned at some retail outlets. 

Mr Lal: We’re not saying that a system could not be 
developed. We’re just saying that it would be more 
complex because there is a variety of shapes and sizes of 
containers, whereas the beer industry has standardized 
the container so it can be used by a sister company or by 
a competitor. 

Mr Gerretsen: With all due respect, that used to be 
the case, but there are an awful lot of different bottles out 
there now. At one time they were all the same, but there 
are a fair number of different bottles out there. 

Mr Lal: To the best of my knowledge, well over 80% 
of the bottles are standardized. There are some small 
microbreweries that have different-looking bottles, but 
for the larger two companies, which use most of these 
bottles, they are standardized and they are of the same 
shape. 

The point that we would like to make is that the blue 
box system encompasses not just one kind of container 
but takes in all kinds of other recyclable material. When 
you look at the evidence that only one province actually 
uses those soft drink bottles for refilling purposes, they’ re 
essentially all going into recycling. So we think it is far 
more efficient and far more convenient for the consumer 
to have a system like blue box, which gives them the 
option of putting in recyclable materials of various types, 
as opposed to requiring them to put their newspapers in 
the blue box and then, for their weekend shopping to the 
supermarket, to take their empty bottles and their plastic 
containers. If like the beer industry these containers were 
going to be reused, there might have been incentive to do 
that, but since most jurisdictions, as I indicated in the 
morning— in fact, except for one jurisdiction, every other 
jurisdiction does not use those bottles for refilling 
purposes but for recycling purposes. 





Mr Gerretsen: I see the point you’re trying to make. 
It’s probably more a policy issue, that if the government 
were to initiative a deposit system and make it mandatory 
throughout the province of Ontario, then I’m sure the 
bottling companies would be refilling them like they used 
to at one point in time. But that deals more with 
government policy than the program we’re talking about. 

The other question I have is with respect to regulation 
340. You stated this morning that basically you had a 
legal opinion that indicated that 340 was unenforceable 
in the courts. Would you be prepared to table that legal 
opinion with the committee? 

Mr Lal: The opinion was done in 1994 and it did not 
say that the regulations were unenforceable. What the 
opinion indicated—and I’m afraid I don’t have the 
opinion with me right now—was that we could not, while 
we were in the process of revising the regulations, charge 
individuals under that regulation because it would be 
presumed to be done in bad faith. Therefore, the opinion 
was that if the ministry was considering revising those 
regulations, it would be inappropriate to be charging 
people under that regulation when the government did 
not have the intention of continuing with the enforcement 
of those regulations. 

Mr Gerretsen: Are you saying then that the blue box 
program is a totally voluntary operation as far as the 
taxpayers, the residents are concerned? That it’s the force 
of public opinion, peer pressure—call it what you like— 
that encourages people to use the blue boxes, but that 
individuals have not, in effect, been charged for not using 
a blue box for recyclable materials? Is that what you’re 
saying? 

Mr Lal: The blue box arrangement is set up under a 
series of agreements between the provincial government 
and municipalities. As you are undoubtedly aware, fund- 
ing was attached to that as well. There is an educational 
component to the blue box program as well, and there is 
experience which has shown people that this is a good 
way to deal with recyclable materials. But I will pass it 
on to Mr West for more details. 
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Mr West: I could add, on the regulatory side, the 
specific regulation that we have under the Environmental 
Protection Act. It’s regulation 101, which requires muni- 
cipalities—from a certain size of municipality—to pro- 
vide curbside recycling, which is the blue box program. 

Mr Gerretsen: But does it also require people to use 
the blue box program? 

Mr West: It requires municipalities to pick up curb- 
side and to make it available for the public to access. 
Obviously, by making that provision, and through edu- 
cation and other factors, the public has picked it up and it 
is a very popular program with the public in Ontario. 

Mr Gerretsen: But can a municipality, in effect, 
refuse to pick up something contained in the garbage, 
which to the garbage collector is obviously recyclable 
material that should be contained in a blue box? 

Mr West: That might be a little difficult, in that most 
garbage stream is put in green garbage bags, and it would 
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be difficult to assess, as the person was collecting on the 
street, what was actually in that garbage bag. That would 
be somewhat difficult. 

Mr Gerretsen: Of course, if it’s covered, it’s difficult. 
I realize that. So you’re basically saying that you are not 
aware of any prosecutions that have taken place any- 
where in Ontario where people have been charged for not 
using the blue box when they should have? I’m just 
trying to find some information here. 

Mr Lal: No, I don’t believe there is any such instance. 
The obligation is on the municipality. Depending on the 
size of the municipality, it is required to have a curbside 
program. It is required to pick up and dispose of the 
material in accordance with the standards that have been 
set, but there is no obligation per se on the consumer to 
use the blue box. 

Mr Gerretsen: Okay. Just one other question in a 
different area before I turn it over to my colleague here, 
and that deals with the whole waste management and 
waste disposal area, I guess, the new water facilities that 
municipalities or private entrepreneurs may want to 
construct from time to time. 

The suggestion was made this morning that other 
alternatives be looked into as well before the ministry 
funds water treatment or purification projects. Is that not, 
in effect, being done through the budgeting process 
anyway? In other words, is the ministry likely to fund a 
major capital outlay like that if other alternatives are 
available in municipalities; for example, if the capacity 
hasn’t been totally used up? I just give that as one 
example. 

Mr Lal: The ministry would look not only at the issue 
of capacity but at how much homework the municipality 
had done in determining what other options were 
available to them, and whether they had explored those 
fully. The ministry used to take those into account in any 
case. What has happened is that it is now incorporated 
into the process as one of the specific terms of any 
arrangement being arrived at with the municipality. 

Mr Gerretsen: Are you prepared to table the written 
legal opinion that the ministry got in 1994? 

Mr Lal: Not having seen the legal opinion myself, 
and not being the recipient of the legal opinion, I don’t 
think it would be appropriate for me to table the legal 
opinion at this stage. 

Mr Gerretsen: Do you know why it was obtained at 
that time? Was there any concern— 

Mr Lal: It was well before my time, so I’m afraid I 
can’t help you. 

Mr Gerretsen: Thank you. 

Mrs Dombrowsky: How much time do I have, Mr 
Chair? 

The Chair: You have about eight minutes. 

Mrs Dombrowsky: The point I would like to raise 
first of all relates to the recommendation and the ministry 
response that is found on page 116 of the ministry 
response to the report of the auditor. The recom- 
mendation from the auditor is: “To be more effective in 
meeting the provincial waste reduction goal, the ministry 


should ... measure and report on the effectiveness of its 
waste reduction programs to permit the timely adjustment 
of strategies and the development of action plans.” The 
response to that, I believe, is: “The ministry will monitor 
and report on the effectiveness of its waste reduction 
programs.” 

From my perspective, Mr Chair, I believe the auditor 
would direct some more concrete action, in that a 
municipality would be required to measure and report on 
its effectiveness. I think that puts the responsibility on a 
municipality to demonstrate that they are doing all they 
can to reduce the amount that would be directed toward a 
landfill. However, the response from the ministry is that 
it will “monitor and report.” I don’t see anything in- 
corporated in that response that the ministry intends to 
hold municipalities accountable should there not be a 
demonstration that they are actively looking toward 
redirection and reduction of waste. 

I raise this because I have had conversations with 
municipal representatives in my riding where they very 
quickly remind me that it continues to be cheaper for the 
municipality to direct waste to a landfill than to recycle 
it. That’s a great concern for me when I understand the 
pressures under which municipalities are put in these 
times with the additional responsibilities that have come 
to them from the government. While I appreciate that the 
ministry would have introduced some initiatives that may 
assist in offsetting costs to support recycling, I have not 
been able to see in this document an expectation that a 
municipality would demonstrate is putting forward a 
serious effort to reduce the amount of waste that is going 
to a landfill and to support recycling initiatives within the 
municipality. That is an area of great concern to me, Mr 
Chair, and I suggest that the ministry has a leadership 
role to play in directing municipalities and placing 
reasonable expectations that are supported by this gov- 
ernment. I know that our environment is a very valuable 
resource and worth preserving, and I think the govern- 
ment needs to clearly state its expectations in terms of 
what a municipality should focus on in terms of re- 
direction and reduction of waste within its community. 

Mr West: I think your observations are very well 
taken. First, a point of clarification in terms of the cost of 
landfilling versus recycling: While it very much differs 
from municipality to municipality depending on their 
landfill situation and who does or doesn’t own it, I think 
the majority of municipalities today still find it more 
cost-effective to recycle than to landfill. I think that is a 
very Clear majority to this date. 

In putting together the formula for the up to 50% 
funding to sustain the blue box program, the memoran- 
dum of understanding also asks the Waste Diversion 
Organization to come up with a plan as to how they see it 
being disbursed and what criteria they see being in place 
in order for that funding to flow. One of the clear criteria 
we will be looking to see advice from the WDO on 
relates to effective and efficient systems and putting 
benchmarks in place as to what constitutes an effective 
and efficient system, and also that very clear diversion 
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targets be set related to the funding that is being dis- 
bursed. I think you’ll see those as part of the criteria and 
as part of the funding formula that comes in as part of the 
WDO recommendations. So, clearly, your observations 
are well taken, and I think the WDO has been asked to 
look at that very issue and to come in with criteria as to 
how we might effect that. 

Mrs Dombrowsky: I do know that in my nding it is 
cheaper to put waste in the landfill, perhaps because there 
is a landfill site located in the riding. 

Also, with regard to a point made by my colleague 
with regard to municipalities requiring residents to 
comply with recycling initiatives, I believe I have had 
information in the past that some municipalities require 
residents to place their garbage in clear bags so that if the 
person collecting the garbage determined that there were 
recyclables in the bag, they would not pick it up. Is that 
something in Ontario, or is it something that takes place 
in another jurisdiction? 
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Mr West: There have been some very tenuous pilot 
programs where that was actually looked at in con- 
junction with a company that provided the clear bags. I 
am not aware that those pilots are still running. But it’s 
very rare. Most people use the green garbage bag and it 
would be difficult to see into that garbage bag. 

Mrs Dombrowsky: Thank you. 

The Vice-Chair: You have another minute. 

Mrs Dombrowsky: I have a another minute? I 
thought I was out of time. I'll pass to Ms Martel. 

Ms Martel: I’d like to pick up where I left off earlier 
this morning, and that’s to determine the contribution 
versus the cost for those members who participate in the 
Waste Diversion Organization. I’m looking at the $4-mil- 
lion contribution to this effort by Corporations Support- 
ing Recycling. I’d like to know, Deputy, what is the cost, 
though, of those products to the blue box system. I’m 
going to assume that those costs from that waste make up 
the bulk of the cost to the blue box system. 

Mr West: I can say to you that there is no direct 
connection between the $4 million and direct costs to 
those industries. That’s one of the things we have asked 
the Waste Diversion Organization to look at as part of 
their funding formula. 

I can say, from an aggregate cost perspective, that the 
Recycling Council of Ontario held a very extensive 
consultation process and submitted reports to the minister 
looking at the very issue of how much it costs muni- 
cipalities, from an operating cost perspective, to run their 
blue box program. They came to the number of $46 mil- 
lion net for the cost of selling the materials that come in 
under the blue box program. So we have a very good 
estimate of what the total costs are. We’ve asked the 
WDO now to start breaking that down so that we can 
take a look at what is the share of each of the industries 
involved in the blue box whose products end up in the 
blue box so that the funding formula can be allocated and 
assessed against those costs. 

Ms Martel: I appreciate that. But in order to arrive at 
a total cost, there must have been some idea of the input 


of the different items. I mean, how would you arrive at 
$46 million if you didn’t have an idea of how much 
newsprint was in the blue box program? 

Mr West: It was done based on a survey of muni- 
cipalities at the RCO. There was a very extensive 
committee structure set up. Surveys were sent out to 
municipalities in terms of determining what the costs of 
their actual programs were, and then taking those and 
adding them up in terms of an aggregate cost of the 
program. So there was no work done in terms of how 
much does X material cost, how much does Y material 
cost; it was the total cost to municipalities as they operate 
their programs. 

Ms Martel: So the ministry at present has no idea 
what that breakdown would be. If I asked you, for 
example, what would be the cost contributed to blue box 
via newsprint, you couldn’t give me how many millions 
of dollars a year that might run the program. 

Mr West: That would probably be a difficult calcula- 
tion to make. We will be inputting all the information 
that we have into the WDO process. We know how much 
material is in the blue box and we can have some general 
assumptions as to cost, but it’s a partnership that I think a 
lot of people have to input into, not just the Ministry of 
the Environment. So actual costs, no. We have informa- 
tion that would lead us to how you could generally 
determine what the cost would be for each material, and I 
hope we’ll get that and see that out of the Waste 
Diversion Organization as they put their funding formula 
together. 

Ms Martel: If so much of that is unknown, I worry 
about a decision which appears to have been made—and 
if I’m wrong you can correct me—whereby you would 
assess industry with 50% of the operating cost to blue 
box. If the work comes back from WDO and you find 
that in fact some of these input costs are much higher, the 
municipalities will, at the end of the day, end up carrying 
the can for at least 50% of all these costs. 

Mr West: I think the general consensus of the WDO 
at this time—they will clearly be looking at this issue—is 
that the whole perspective is that costs are either staying 
normal from what they were assessed at when we did the 
RCO report or have been reduced in terms of overall 
cost. The whole goal of the Waste Diversion Organiza- 
tion is to input efficiencies and effectiveness into the 
system, so the long-term projection is that we decrease 
costs around the blue box rather than increase them. 

Ms Martel: And decrease the cost to municipalities. 

Mr West: Absolutely. 

Ms Martel: Put the share back on the producers. 

Mr West: It’s just as relevant for municipalities as it 
is for the industry share. 

Ms Martel: This RCO report that you refer to, is that 
a public document? 

Mr West: Absolutely, yes. There’s a draft report and 
there’s a final public report that was submitted to the 
minister, and that is available. They looked at various 
options in Ontario as to what might be the best system for 
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Ontario and made recommendations and _ provided 
options to the minister. 

Ms Martel: Could you table that with the committee? 

Mr West: Absolutely. 

Ms Martel: That would be great, thanks. 

Let me follow down the road where Mr Gerretsen was 
going with respect to refillables. Deputy, a couple of 
times when the committee members have asked about 
this, you’ve made a point to say that only one juris- 
diction, PEI, uses the bottles and refills them. 

Mr West: Right. 

Ms Martel: And the costs of recycling are being 
picked up, I’m assuming, by the manufacturers. Is that 
correct? 

Mr Lal: The container is going to the blue box 
system, and under the WDO arrangement it will be deter- 
mined what the cost is in terms of an appropriate con- 
tribution from the food and beverage industry toward 
that. 

Ms Martel: Deputy, I apologize. In terms of other 
jurisdictions which have a deposit system, who assumes 
the cost of recycling in those instances where there is a 
deposit system in place? 

Mr West: They all do it a little differently, but you 
can pretty much determine that it is the consumer who is 
paying at the end of the day, despite whether they have 
what is called a half-back system or a full-deposit 
system. They all differ a little bit, but there is usually a 
deposit made, and if you bring your container back, you 
get some of the money back. I say some of it because 
usually it’s about half, so therefore there is the cost of 
running that system being applied to the purchase of that 
product right at the start. 

Ms Martel: Let me back up. I don’t know if this is the 
case or not, but if in Alberta they have a deposit 
system— 

Mr West: They do have that. 

Ms Martel: —and Coca-Cola does the work to pick 
up the bottles from the retail outlets, then that’s a cost 
that is borne by Coca-Cola and not the municipality 
through a blue box system. Correct? 

Mr West: In fact, in Alberta they do have a deposit- 
return system. It is municipally based and they have 
municipally run depots that the public sends their 
products back to. It is not into the retail per se. It’s back 
to specific depots that the public take their bottles. They 
journey to that particular depot in the municipality and 
return that to get their deposit back. 

Ms Martel: And the municipality itself deals with the 
recycling and gets the revenue? 

Mr West: Depending on the system, there is a cash 
flow back. There is usually a board structure that is put in 
place that runs that on behalf of the province, even 
though they are a municipal depot system. 

Excuse me. Is it a municipal depot system in Alberta 
or is it a provincial depot system? 

Interjection. 

Mr West: I apologize. The cost to industry in that one 
would be given back to the industry that runs that, and 
there is a cost associated with that. 





Ms Martel: Here’s the point I am trying to get at, 
though. In the case of Alberta, the industry does the 
collection of the bottles? 

Mr West: No. 

Ms Martel: From the depot. 

Mr West: In fact, it’s the consumer who takes it back 
to the depot. 

Ms Martel: And the industry picks it up from there 
and uses the glass itself for recycling purposes and makes 
new bottles? 

Mr West: John? 

Mr John Lieou: My name is John Lieou, Mr Chair. In 
answer to that question, as far as I know, yes, the glass is 
used for recycling purposes. 

Ms Martel: By the producers themselves, such as 
Coca- Cola or Pepsi? It’s returned back to the producer? 

Mr Lieou: No. It’s for recycling purposes, just as we 
do in Ontario. 

Ms Martel: Let me be clear. What cost is the private 
sector picking up under that scenario? Because in 
response to an earlier question, you said it was— 

Mr Lieou: The depot system is operated and funded 
through the deposit system. 

Ms Martel: Who pays for picking up after the depot? 
After I go and drop my stuff off at the depot, who 
collects and who is paying? 

Mr Lieou: Industry basically supports the system. 

Ms Martel: All right. So in fact under that scenario 
industry is assuming part of its responsibility for the 
products it’s producing and for the waste it’s producing, 
right? It’s not being picked up by the municipality 100% 
and by Joe Q. Taxpayer. 

Mr Lieou: Yes. Individual consumers play a role by 
taking the products back to the depot. 
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Ms Martel: Even though you have told the committee 
a couple of times that a lot of these jurisdictions aren’t 
refilling, the fact is that in some of these jurisdictions— 
we just chose Alberta; there may be others—some of the 
cost is actually being borne by the industry for recycling. 
What we have happening in Ontario now, because we 
have no deposit system, is that the blue box is picking up 
100% of the cost, correct? 

Mr Lal: That is correct as the situation stands today, 
but under the WDO arrangement, the soft drink industry 
is going to be very much a partner. The soft drink in- 
dustry has already contributed in cash and will contribute 
its appropriate share, whatever that is, determined by the 
board of WDO. 

Ms Martel: I understand they are going to be a 
partner. Here’s the problem I have: I think they should be 
more than a partner. We are the only jurisdiction, I think, 
except for Manitoba, that doesn’t have a deposit system 
now. Clearly in the Alberta example, we’ ve just seen that 
the industry is bearing that cost, not taxpayers through 
the blue box, or not the province through the blue box, 
but in this case, municipalities through the blue box. So it 
seems to me that rather than just being a partner, we 
should be seriously looking at having a deposit system 


29 FEVRIER 2000 


COMITE PERMANENT DES COMPTES PUBLICS 


P-227 





implemented in the province, because then we can shift 
the burden and the cost back to those manufacturers who 
are producing the product in the first place and shift the 
financial burden away from municipalities, which are 
seeing the bottles end up in the blue box. Right? 

Mr Lal: You may be right, but let me elaborate on 
that. I think if the WDO system works as it is supposed to 
work, each partner is going to pay their appropriate and 
equitable share. In other words, they would pay 100% as 
opposed to the current situation where, yes, they’re 
getting a free ride today. 

Ms Martel: You’re saying they’d pay their appro- 
priate share, but you’ve already told the committee, if I 
understood you correctly, that they’re not going to pay 
any more than 50% of the net operating costs of the blue 
box. Right? So they’re not paying their fair share. On the 
one hand, you told this committee that the companies that 
create the waste should be paying for a majority of the 
share. It turns out that it will probably be about 50% of 
the operating costs. 

My argument is that instead of this province saying to 
the soft drink industry, ““You can be a partner and give us 
some money,” which isn’t going to cover the majority of 
the cost of the blue box, we should be saying clearly to 
them, “We are going to implement a deposit system in 
the province,” because under that system, in other prov- 
inces, then the manufacturers really do pay their share. 
Do you see what I’m getting at? 

Mr West: I think when you look at the issue of 
deposit return, it’s a single material that you’re looking 
at. Ontario’s approach has always been a multi-material 
approach, and I think that has to be taken into account. 
Other jurisdictions take the approach of assessing single 
materials and then running a program against that. If you 
look at the deposit return system in other jurisdictions, 
their capture rate is higher than Ontario’s capture rate, 
that is a given, but we capture about 55% to 60% of 
containers in the blue box program at this point in time. 

The RCO program did an assessment of deposit return 
for Ontario and its impact on the blue box program. What 
you’re doing is setting up a duplicate system to the blue 
box. It only captures one material. That duplicate system, 
estimated by the RCO, would cost $80 million to 
implement. I think that has to be taken into account when 
you’re only capturing less than 1% of the total waste 
stream, because you’re only capturing an extra 25%. Our 
approach is, let’s improve the blue box, let’s make it 
more efficient, let’s make it more effective, let’s capture 
that additional rate of material into the blue box system. 

I think the other point that needs to be said here is that 
you would not reduce substantially the cost to muni- 
cipalities. They would still have to run their truck for the 
other blue box materials. You’re not going to reduce the 
costs to any great degree at all, but you are going to add 
considerable dollars to the entire system, and you are 
introducing two systems that the public will have to get 
to know and to understand as well. So I think that all has 
to be taken into account as you look at the system and 
what’s best for which jurisdiction. 


Ms Martel: I’m at a disadvantage with respect to the 
$80 million because I’ ve never seen the report, so I can’t 
know what they based those figures on. But interestingly, 
I took a copy of Eva Ligeti’s last report as Environmental 
Commissioner, where she looked at a comparison of the 
provincial beverage container stewardship programs in 
Canada. It was very interesting, because not only under a 
deposit system would we place the financial burden 
where it should be, which is on to the manufacturers, but 
through that system I think we’d also be able to divert 
much more out of what might now go to landfill sites. 

If I read what Ontario has done, the diversion rate for 
Ontario for soft drinks, which she noted, was only 35%; 
beer was 98%. So clearly we all know that system is 
working. The diversion rate that she noted for Ontario 
was only 35%, a third, which means, if I’m reading this 
correctly, that a whole bunch of stuff is ending up in a 
landfill site that might not if we had a deposit system. 

She went through all of the other jurisdictions, and 
Manitoba and Ontario were the only two that didn’t have 
a deposit system. Everywhere the diversion rates were 
much higher than Ontario, and she looked at beer, wine 
and spirits, soft drinks, waters and juices. In British 
Columbia, the diversion rate for beer was 93%; soft 
drinks was 83%. In Alberta overall—they’ve got a de- 
posit system on all of those things—80%. Saskatchewan 
overall was 94%. Overall Manitoba was 35%. They’ ve 
got a levy; they don’t have a deposit system. In Ontario, 
beer was 98% but soft drinks only 35%. As you run 
through it, Quebec was 77%, New Brunswick was 75%, 
Nova Scotia was 75%, Prince Edward Island was 90%, 
and in Newfoundland it was 80%. 

In terms of potential benefits, I’m quite concerned that 
the ministry is heading down the wrong road. Sure, we’re 
going to have the soft drink industry participate as a 
partner and put some money on the table. But it’s not 
clear to me, as I look at what’s happening in other juris- 
dictions, that we are going to, through that mechanism, 
really make sure that they assume the significant share of 
the costs. Secondly, how do we deal with that diversion 
issue, which still in Ontario is only at 35%? 

Mr West: We too have read that report, and I can say 
to you that our estimates are far higher than those estim- 
ates. Again, you’re looking at a single material. I think 
you have to take into context here that containers in most 
waste streams, especially in Ontario, make up about 3% 
of your total waste stream. Getting at that other 25% of 
those containers, at a cost that the RCO calculated to be 
$80 million, is a substantial price to pay for accessing 
probably less than 1% of your waste stream. 

Our approach would be that we’d rather take a more 
serious look at getting at organics, making sure our blue 
box system captures those additional containers. I think 
the other point that needs to be made here is that not only 
do you have two systems in place and not only do you 
have those materials within those two systems being 
recycled—so they’re both being recycled, they’re both 
ending up in the same situation—but municipalities also 
lose a significant component of the money they access 
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out of selling soft drink containers, especially aluminium 
containers. It is very much a part of the process in terms 
of the economics for municipalities. So you would lose 
those costs to municipalities and up the cost of the blue 
box program. You really have to watch the dynamics of 
the economics and the waste stream that’s at play when 
you’re talking about the total performance of your waste 
management system, especially your recycling system. 

Ms Martel: Do municipalities make money on glass? 

Mr West: There is a very consistent market for glass 
right now, and it has remained constant for some time. I 
would suggest that glass is probably one of those mater- 
ials that is either paying its own way or below; it’s not a 
money-maker for municipalities. 

Ms Martel: You said aluminium is a money-maker? 

Mr West: Very much so. 

Ms Martel: What about plastic? 

Mr West: It depends on the type of plastic that you’re 
drawing out of the system. They all have different market 
rates associated with them, but they are also very much a 
commodity that does go up and down in price depending 
on the markets, and sometimes you can break even on it 
and sometimes the municipality doesn’t break even on it. 
1410 

Ms Martel: Let me ask about an initiative that the city 
of Toronto tried in July, if I understand this correctly. In 
July 1998, the city of Toronto passed a bylaw to require 
the LCBO outlets in the city to implement a deposit- 
return system for wine and spirits containers, and that 
was a condition of their license renewal. Are you aware 
of that? 

Mr West: Yes. 

Ms Martel: As I understand it, and correct me if I am 
wrong, the province ended up making an amendment, I 
was told, to the Municipal Act—I could be wrong—that 
removed Toronto’s power to impose that requirement. Is 
that correct? 

Mr West: That was done through the Ministry of 
Municipal Affairs, yes. 

Ms Martel: I’m going to assume that because it was 
an environmental issue there was some discussion with 
your ministry before that was done. Can you give this 
committee some understanding of why the province 
would have moved to forbid the city of Toronto to try 
that as a pilot to see if it was going to work? 

Mr West: I think you have to take into account that 
we have a system in Ontario that the public understands 
and we have a system that works, from our perspective. 
It’s a system that’s drawing out considerable tonnage in 
terms of volumes of materials. When you get into a 
situation where you put a program in place that makes an 
industry such as the LCBO change up the process in 
which they sell, in which they would have to return back 
into their system, that adds costs into the systems. I think 
that has to be taken into account as to the total cost to 
your system. 

Ms Martel: Do you know what the costs were? 

Mr West: No, I don’t. 


Ms Martel: Did the Ministry of Municipal Affairs 
know what the costs were? 

Mr West: I’m not sure if they did or they didn’t. 

Ms Martel: Why would they make a decision like 
that, which essentially forbade Toronto to try to see if 
they could shift some of the financial burden back to the 
LCBO? Do you have any explanation as to why this was 
done? 

Mr West: I think the other part is that you introduce a 
system that will obviously require the LCBO to change 
their stores in order to receive these materials back into 
their stores, and you may have noticed that the LCBO has 
been changing their dynamics in terms of their retail 
presentation. So there are those things that have to be 
considered. 

The other thing is that it’s the same issue as with 
deposit-return for soft drinks. It still ends up in the 
recycling system, it still ends up being recycled. Are you 
introducing a second program, a second collection 
System, into the mix when you already have a process 
that works well and captures significant materials and is 
multi-material-focused? 

Ms Martel: I might agree with you if we didn’t have 
the clear example of Brewers Retail and how successful 
it has been. It would be hard to argue—it is a separate 
system. People use it. It has been a tremendous success. 

Mr West: But there is no other jurisdiction that refills 
the bottles out of the wine and liquor system. They would 
be sent straight to recycling for recycling purposes. I 
think there is a difference there. 

Ms Martel: I think the only difference is that we 
haven’t tried it yet. I heard the deputy say many times 
that it’s been in place for a long time, but at some point 
Brewers Retail made a decision to change their outlets, 
and people have used Brewers Retail at a phenomenally 
successful rate. Right? 

Mr Lal: With respect, and at the risk of sounding like 
a broken record, you are really comparing apples and 
oranges. There is only one major brewery per each of the 
two large companies here. It all gets collected there. 
Wine is bought in Ontario from all over the world, in 
different kinds of containers with different types of pro- 
ducts put in them. There is an issue of how much of the 
problem is contributed to by imported glass versus glass 
generated by local companies. Yes, the beer industry’s 
example is a very good example and I wish we could 
emulate that in the soft drink area, but I do not think it is 
really a fair comparison, for all the reasons that I have 
been enunciating. 

Ms Martel: I haven’t been in a beer store lately, but 
the last time I was in there I recall seeing a number of 
different bottles—imported, Canadian; in Sudbury, 
Northern Breweries with their own mini-brew as well. I 
just have a hard time believing— 

Mr Lal: I can assure you it is less than 5% of all the 
beer sold in Ontario that is different; 95% is standardized 
bottling. 

Ms Martel: Let me ask one final set of questions, if I 
might. This has to do with your changes to the environ- 
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mental assessment procedure. In his 1997 report, the 
auditor had called on the ministry to “establish monitors 
to measure and report on the effectiveness of the process 
and to monitor compliance with the terms and conditions 
of the approved projects.” It’s the monitoring of com- 
pliance with terms and conditions of approved projects 
that I’m particularly interested in. Can you tell me what 
systems—database, audit etc—you’ve put in place to 
monitor terms and conditions to guarantee they’re being 
met? 

Mr Williams: Yes, I’d like to respond to that. We 
have a database system in place. It was instituted in the 
past year and it’s a system that has a series of decision 
points relative to conditions of approval for projects 
attached to it that essentially flag key dates and times 
when staff need to ensure there’s appropriate follow-up 
with those conditions. That particular system, as I said, 
has just come into play. We’ve been using it for the past 
several months and we expect that it will give us a great 
deal of success at looking at the types of conditions that 
will require follow-up work. 

Ms Martel: Are you implementing this for previous 
cases as well? 

Mr Williams: No, the data that are being entered in it 
are for all of the cases and projects that are currently 
underway in our ministry. If there was a previous 
decision, it is not entered in that database unless there has 
been an entry because something needs to be checked or 
something needs to be complied with at a carried-forward 
date into the future. So if we needed to check something 
under a specific project, June 2000, then we would be 
making an entry into that database, the date June 2000 
would come up and it would give staff the clue that there 
is something due from a proponent or around a project 
that requires follow-up, whether it’s a report, an action 
item etc. 

Ms Martel: How are you dealing with follow-up on 
terms and conditions from previous projects? 

Mr Williams: Previous projects that have been 
approved—we don’t have any specific measures to deal 
with follow-up for previous conditions other than that 
one needs to bear in mind that the environmental assess- 
ment approval is a planning level approval and there are 
a whole host of permits and other authorizations neces- 
sary by other provincial ministries or agencies, and in 
some cases the federal government, before you can im- 
plement that particular project. It’s through those permits 
and the conditions attached to those permits that there 
would be follow-up. 

Ms Martel: What about the case where there aren’t 
those kinds of permits that have to be required, where the 
obligation is on a ministry to do something, produce 
something? 

Mr Williams: In the case of where the obligation is 
on a ministry to do something or produce something, 
they would be required to file a report with our ministry 
indicating how they have complied with that, and there 
are various time frames associated with that. For exam- 
ple, under some of the class environmental assessments 


quite a number of years pass before there’s a final due 
date for something, and I can assure you that the 
discussions are being held with those particular ministries 
and we will have reports that meet the due dates for 
them. 

Ms Martel: Just as I finish, I want to give you an 
example, all right? This is the class EA for timber man- 
agement. Right now we are awaiting reports from the 
Ministry of Natural Resources with respect to two of 
those conditions: (1) the annual report on timber man- 
agement that was required by term and condition 82, the 
last one of which was produced in 1995-96—we haven’t 
seen anything since then even though it’s supposed to be 
produced annually; and (2) the state-of-the-forest report 
that was required as term and condition 84, which has 
never been produced either. There are a whole host of 
reports that have never been produced by MNR. My col- 
league Bud Wildman, when he was here, and I actually 
asked Ms Ligeti to investigate another term and condi- 
tion, 77. It took a whole year for the environmental 
assessment branch to even give us a reply to the investig- 
ation. So in terms of your past projects, sorry, but with 
respect to this ministry and this project the MNR is 
notoriously late or behind or not producing anything that 
it’s supposed to produce as a result of the terms and 
conditions outlined here. 
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Ms Mushinski: In order for us to really establish the 
future of the WDO, I need to have an understanding of 
what was in place before we established WDO. I know 
the ministry has gone through some very serious business 
planning exercises to establish target goals and measure 
performance indicators and those sorts of things. Was 
any of that in place prior to the establishment of the 
WDO and in terms of setting any mechanisms for the 
funding of the blue box program before 1995? 

Mr Lal: Thank you for that question. Until 1998, the 
ministry administered several different funding programs 
to assist municipalities with their waste diversion activi- 
ties. The cornerstone of these programs was the muni- 
cipal recycling support program, or MRSP, which helped 
municipalities implement curbside recycling systems. 
However, the MRSP offered funding for up to five years 
for operating and capital costs as well as for the demon- 
stration projects and promotional activities. 

The ministry discontinued its 3Rs funding program in 
April 1996. Municipalities, however, were eligible to 
receive funding until March 31, 1998, at which time all 
funding ended. 

The LCBO paid grants to municipalities in 1999 for 
the costs they incurred in 1998 to recycle glass containers 
sold by them. This funding has now been incorporated 
into the WDO plan fund, as I indicated earlier on. 

The ministry will also be detailing that current system, 
the WDO, as we think it brings together a variety of 
partners, which was not the case under the old system. 

Ms Mushinski: I take it then that the MOU also 
envisions the establishment of some kind of business 
plan toward achieving the 50% reduction? 
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Mr Lal: Yes, it does. Excuse me; I just need to 
confirm that. Does the MOU do it? 

Mr West: The MOU itself still maintains the goal of 
50% and it says, “Here’s a series of programs that we 
want you to implement, and we want you to look long- 
term as to how we sustain and grow this.” The clear 
intent of the MOU is to enhance the blue box program 
and other recycling activities and other diversion activi- 
ties of municipalities and to ensure that it’s sustainable 
from a funding perspective. 

Ms Mushinski: I’d like to pursue that, if I may, just a 
tad. You’ve mentioned that in addition to looking at the 
blue box program, the WDO will also be examining 
household waste; for example, household waste manage- 
ment programs, recycling of tires and that sort of thing. 
Can you enlarge a little bit on that? We seem to have 
zeroed in on one particular component of waste 
diversion, and I’m wondering if you could tell us what 
you envision the WDO doing in terms of a larger waste 
diversion program. 

Mr West: We’ ve talked a lot about other jurisdictions. 
If you look at other jurisdictions, they’ ve taken a single- 
material approach to most of their waste diversion activ- 
ities and they’ve put a very complicated administrative 
overseeing body over top of those materials and the way 
that they approach things. 

The WDO reflects what we consider to be Ontario’s 
multi-material approach in that we feel there should be 
one organization that should have responsibility. Its 
primary focus, to start off with, is clearly the blue box, to 
make sure it’s sustainable and to make sure we enhance it 
and grow it. But as you mentioned, we’re also very much 
interested in making sure that for household special 
waste we have additional depots in place in Ontario. We 
have a good infrastructure already, but there are ‘monies 
allocated to see that grow; also, to have a program 
whereby the waste that is delivered to municipal depots 
can be managed properly and disposed of in a satis- 
factory manner. So that’s certainly a priority within this 
next year for the WDO to report back to the government. 

In terms of the long-term perspective of the WDO, this 
umbrella organization as it grows and matures, the intent 
is that from a multi-material perspective we look at issues 
of used oil, we look at issues of used tires, we even look 
at possibilities of getting into take-back programs around 
pharmaceuticals and other materials that are clearly of 
issue. While we have programs in place, the WDO pro- 
vides us with an opportunity to enhance those programs 
and to seek the private sector funding towards the 
delivery of those programs in a more enhanced nature. 
Clearly, the objective is to continue the multi-material 
focus, make it broad-based, make sure that the industries 
that are producing the materials that come into those 
programs are part of the solution, part of the funding and 
part of an overall plan to ramp up waste reduction in 
Ontario. 

Mr Bart Maves (Niagara Falls): Just going back, 
you had said that glass was basically a break-even, give 
or take, or a little bit of a cost. 


Mr West: I haven’t looked at my most up-to-date 
figures, but glass has traditionally been a material that 
clearly does not pay its way in the system. It does have a 
fairly constant market and it is normally below the grade 
rather than at the grade in terms of program cost. 

Mr Maves: I just want to go through the five things 
that I know I recycle: cardboard—break-even, money- 
loser? 

Mr West: Again, it depends on what kind of card- 
board. We have boxboard, cardboard and corrugated con- 
tainers. We have a very mature recycling market for 
boxboard and corrugated containers now. I forget what 
the costs are, but it does pay its fair share in the program 
at this point in time. It may also at times, depending on 
market conditions, dip below paying its way. 

Mr Maves: OK. Cans are a money-maker. Plastic? 

Mr West: It depends on the stream very much. Some 
are not money-makers, some are a cost to municipalities. 

Mr Maves: When you average it all together, is it a 
break-even or a bit of a loser? 

Mr West: I would suggest that it’s probably close to 
break even, if a little— 

Mr Maves: And newsprint? 

Mr West: It’s hard to determine. Because there are 
different programs in place, depending on the news- 
papers and who’s getting what and who’s paying what, 
up until about a year ago, I think that the floor that was in 
place made newspapers a money-maker. Now it’s more 
on the spot market. I don’t have current figures on that. 

Mr Maves: Some of these five things are money- 
makers and some of them break even. 

Mr West: And some of them are money-losers. I 
don’t want to misrepresent this. 

Mr Maves: But there doesn’t seem to be a lot of loss. 

Mr West: No, I don’t want to leave that impression. 
We have a net operating deficit for municipalities of 
$46 million. I think that very much is associated with the 
fact that there are transportation costs associated with 
collection and things of that nature and infrastructure 
costs around material recovery facilities. I don’t want to 
leave the impression that these things are always making 
money because that is not the case. It’s certainly the goal, 
but it’s not always the case. 

Mr Maves: The auditor said that without the blue box 
program it would actually cost the municipality more 
money. They would have still incurred the cost of dispos- 
ing of their recyclable materials for landfill and they 
wouldn’t receive any revenue to offset disposable cost 
for recycled materials. That also doesn’t include the costs 
to society and the environment of having all of those 
materials in landfill sites. When you figure all of that in, 
the auditor seems to think that the blue box program is a 
better way to dispose of these materials. 

When we say that municipalities, governments, have 
the traditional role of taking society’s garbage and dis- 
posing of it, this is a program which is better for the envi- 
ronment because you’re putting less of these materials in 
the landfill site, giving a longer life to the landfill site. Do 
you have any estimates of dollar values of what the 


29 FEVRIER 2000 


COMITE PERMANENT DES COMPTES PUBLICS 


P-231 





benefits to us are of not having all of these materials just 
going into a landfill site? 
1430 

Mr Lal: Maybe I will attempt to answer that question 
and then see if Mr West wants to add to it. I think our 
blue box system is really a very successful initiative. 
Today, it serves 3.8 million households and more than 
90% of all households in Ontario. In 1998, for instance, 
650,000 tonnes of material were recycled as opposed to 
being sent to landfill sites. This is a 42% increase in 
terms of recyclable materials compared to 1994 and 
represents about 170 kilograms of recycled material per 
each household. It is truly a very successful program. 

Mr Maves: OK. As a consumer, when I put my 
garbage out I’ve got all kinds of food products, food 
packaging. I’ve got my recycling, I give them my plastic 
and my glass and my cardboard and my paper, and so on 
and so forth, and I put those out every day. I try to be 
conscientious, but obviously a lot of food items get in the 
garbage and some of the packaging from food items still 
gets in the garbage and goes to the landfill site. 

It’s interesting to me that as a society we want to re- 
cycle these products because we use fewer trees if we’re 
using recycled paper and fewer ores if we’re recycling 
aluminum cans and so on and so forth. We’re pursuing 
this line of making the producer pay, and in this instance 
it?s WDO; you’re going to make the producer of these 
products pay, to not send these things to the landfills for 
this garbage collection. So we’re going to put a tax, in 
effect, a voluntary tax, on these people to collect those 
products and to dispose of them in a certain way; 
municipalities sell them, so on and so forth. 

But wouldn’t it hold true then that we should be 
putting a tax on farmers and producers of other pack- 
aging that have food products that go into the garbage 
and go into landfill sites? It’s municipalities that pay for 
that, wholly and entirely. Why do we have the different 
opinions about the different products? It’s still garbage 
disposal. It’s a better way of doing it. It’s better societally 
and environmentally for these five products in particular 
to be recycled, yet here we’re saying you have to pay for 
that. But there are all kinds of other products that go into 
the garbage that the companies that produce those 
products don’t have to pay for. We’re not even thinking 
about asking them to pay for it, yet, it’s the municipal- 
ities, it’s the taxpayer picking up the cost of that. There’s 
something strange there. Yet obviously the companies, in 
their recycling program, are saying, “Yeah, we’ll pony 
up.” I understand they ponied up $20 million in the first 
place for the blue box program, which no one has men- 
tioned here today. That’s a substantial sum. Any com- 
ment on that? 

Mr Lal: I don’t know whether I would use the termin- 
ology of a tax. I know what you mean, but as you are 
probably aware, there are issues relating to taxing it 
versus paying the cost of actually running their recycling 
program. So, yes, we are asking those companies that 
produce recyclable materials to pay towards the cost of 
recycling that material. I think, again, there are some 


differences between those materials for which there is a 
recyclable market and where there is an ability to recoup 
or reuse those articles versus products that are going to 
disintegrate and, therefore, will not have a market. We 
are very big on composting, for instance, which takes 
care of food products that can be reused in various vari- 
eties, but I’m not so sure that we could even begin to 
assess a system which would say we would tax food 
producers to a certain point for their contribution to 
garbage. 

Mr Maves: We would never dream of that. We would 
never even dream of putting— 

The Vice-Chair: Thank you. It’s my understanding 
that we were going to go another hour. We’re pretty 
flexible, if you want make another round. 

Mr Maves: No. We were just going to finish our 20 
minutes, I thought. 

The Vice-Chair: It was my understanding that you 
gave part of your 20 minutes to the New Democratic 
Party. 

Interjections. 

The Vice-Chair: That’s what I understood. You 
didn’t make it clear. Well, if you want to go on for 
another four minutes then, if that wasn’t the case, but 
we’ll have to watch that closely the next time. 

Mr Maves: OK. 

Mr Gerretsen: I’m with you, Chair. 

The Vice-Chair: Put your foot down then. 

Mr Maves: I have some statistics that have been 
given about Alberta. I lived in Alberta for three years and 
I hated their program. I’m sure there were cans in 
Alberta. I’m not sure about newspapers, but I know there 
were glass bottles, and I know they’d lie around my 
house for two or three months until we finally got enough 
to get together and throw them all in the garbage can, 
dump them in the car, and go down to the facility and 
turn them over. 

I remember as a kid we had a refillable bottle program 
and I loved it because I could get 10 cents a bottle, but it 
was also a pain in that you had all these bottles lying 
around the house. And it’s inconvenient. When you go to 
the store you’ve got to get a 750-millilitre glass bottle 
and it’s really heavy compared to a two-litre plastic 
bottle. 

There doesn’t seem to have been the push from either 
party to move on this 30% refillable at all. There doesn’t 
seem to have been any societal push, and it seems to me 
that society likes their two-litre, non-refillable bottles. 
It’s convenient. So isn’t it therefore appropriate that 
society also decides when they make that choice that 
we’re going to absorb the cost of that? 

- Mr Lal: That is certainly one element of it. Consumer 
convenience is a very important factor. I also think that 
society generally is very concerned about the environ- 
ment and is very concerned and very interested in 
recycling material as much as possible. It really is a 
whole spectrum of issues that you have to look at, from 
convenience to whether these bottles are being used for 
refilling or whether they’re just being used for recycling, 
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to creating a parallel system, to the cost of creating a 
parallel system, to the issue of who manages that system 
and what sort of additional cost or burden you may be 
putting on municipalities or taxpayers should it not be 
able to sustain itself. 

So I think the government, in its wisdom, has decided 
that it is much better to have one system which would 
have different materials that could be collected, where 
the sorting out would be done somewhere else but the 
consumer would not have to go to different locations to 
deposit their soft drink bottles versus their newspapers 
versus anything else. And really it’s our view that if the 
blue box program is funded well and if the cost of 
running that is equitably and fairly divided among the 
producers who actually produce these materials, and that 
we encourage the growth of a recyclable material indus- 
try, these are all very positive aspects and we would 
rather go in that direction than create five different, 
separate streams. Because why would you stop at just 
soft drink bottles? Why would you not have a separate 
system for newspapers, and why would you not have a 
separate system for plastics or cardboard? That’s the 
reality. 

Finally, I want to say that we are the largest province, 
very disparate. Our population is spread all over the 
province. It is much easier, with respect, for a province 
like PEI to create a system that is much more contained 
because it is on a much smaller scale than it would be in 
a province with a population of 11 million. 
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Mr Maves: You can throw a rock across PEI. 

Interjections. 

The Vice-Chair: I think we’ve each had a good 20 
minutes. If there is agreement not to go around again, I 
guess it’s strictly up to the committee to make that 
decision. 

Mr Gerretsen: In all fairness, Mr Chair, since the 
third party and the government have had four and a half 
minutes more, my colleague here has just indicated that 
she can straighten this whole thing out in the next four 
and a half minutes. So may she speak for four and a half 
minutes too? 

The Vice-Chair: I guess we'd have to give everybody 
four and a half minutes then. 

Mr Gerretsen: I move that she be heard. 

The Vice-Chair: Is it agreeable? 

Interjection: Yes. 

The Vice-Chair: OK. 

Mrs Dombrowsky: I’m just taking the minute I 
missed the second time around. 

My point, Mr Chair, would be to the deputy, in a 
response to some of the comments I have heard from a 
government member with regard to convenience. From 
my perspective, and certainly from what I’m hearing 
from my constituents, the government and the repre- 
sentatives of the people have a responsibility to be 
leaders and to have the people in Ontario understand that 
there is a price to be paid for convenience and it is at the 
cost of our environment. Until we do what we can as a 


government to have people understand that as long as we 
are prepared to accept disposable containers, they will 
continue to find their way into landfill sites, which are 
increasing in size at exponential rates. I think that any 
initiative that could and should be considered, which 
would direct waste away from landfill, would be truly 
worthwhile and worth supporting. I think that’s a minute. 
Thanks, Mr Chair. 

The Vice-Chair: Thank you very much. It’s my 
understanding now that the hearings have wound up. Is 
that correct? 

Mr Erik Peters: Could I ask a question? 

The Vice-Chair: Sure. 

Mr Peters: I want to raise a quick question before the 
committee returns to an in camera session to discuss what 
we have heard. I must admit that I’m a little bit unclear 
on one issue and that is the WDO. In response to our 
recommendation in 1999, you indicated to us that the 
WDO was founded to develop options to reduce the cost 
of recycling programs and fund initiatives to increase 
waste diversion. The press release of January 13 said that 
the WDO is committed to develop, implement and fund 
municipal waste diversion programs. I want to be clear— 
I don’t know whether the members are clear, but I’m not 
clear—whether the WDO is advisory to the ministry or 
whether it is indeed a partnership to develop, implement 
and fund municipal waste diversion. I don’t know 
whether the members are clear, but I’m not clear on this 
point. 

Mr Lal: Mr Chair, if I might reply to that: In its first 
year of operation, the WDO has been given a specific 
mandate. The WDO is a not-for-profit corporation that is 
established separate and apart from government. It is not 
an advisory committee of the ministry. The WDO has 
been given a specific mandate by the minister to look at 
the whole waste diversion issue, to suggest a course of 
action to be adopted, to look at the equity aspect in terms 
of who pays for what in comparison to what they 
generate, and to submit a report to the minister by 
September of this year. The report will give us some 
guidance in terms of what action the government should 
take in respect of it, if any action is required. I hope that 
helps you in terms of— 

Mr Peters: It helps a little bit, but I have then a 
subsequent question. 

Mr West: Could I answer that? The WDO, in its first 
year—there is also the $14.5 million. We’ve given them 
the parameters in terms of the dollars that we would like 
expended on a particular program area, but they are to 
develop it, they are to implement it and they are to fund it 
within that $14.5-million framework. 

So there are two parts to the answer: There is the 
immediate, where they are actually developing, imple- 
menting and funding through the MOU and the require- 
ments of the MOU, and then the longer-term strategy and 
funding formula that’s being requested. 

Mr Peters: First is an observation: Out of the $14.5 
million, it’s actually a diversion of net profit of the 
LCBO of $9 million to this organization, according to the 
press release. That’s number one, as an observation. 
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The other question pertains to the point that it is 
described as a partnership of the government, muni- 
cipalities and industry. What confuses me slightly, and 
again just to understand the situation, is that the govern- 
ment, although it is a partner—it has provided most of 
the funding, $9 million out of $14.5 million—has only 
observer status in this partnership, according to the press 
release of January 13. I’m just wondering about the 
concept of partnership here, how that is actually working. 

Mr West: You’re right. The LCBO contribution is 
$9 million. They look at it very much as they are a 
business that is producing materials that are ending up in 
the blue box and they are paying their share, as they see 
it, in terms of making a commitment to the blue box. So 
there is $8 million that is going directly to municipalities 
almost immediately and again later on in the year. They 
look at that as being part of their business. They are one 
of the industry sectors that are represented. 

As to the ministry’s observer status, at the end, the 
recommendations will obviously come to the minister 
and to the government for their consideration. We are 
playing an active role in terms of that observer status. 
The deputy is the observer on that board, he plays an 
active role on the board, but when it comes right down to 
it, we are the ones who will be implementing the recom- 
mendations from a policy perspective and therefore we 
wanted to maintain a more observer-like status in front of 
the board. 

Mr Peters: Coming back to the first question, for the 
first year it’s mainly advisory. 

Mr West: That’s correct, aside from implementing 
those specific programs that I mentioned earlier; it’s not 
advisory. It has been tasked to deliver on those specific 
programs during the first year. 

Mr Peters: I have a suggestion to make, and I can 
make it on or off the record. 

First, is the WDO taking into consideration all the 
mandatory refund policies legislation that is in place in 
Alberta, British Columbia, New Brunswick, Newfound- 
land, Nova Scotia—PEI, incidentally, bans these kinds of 
bottles; that’s where their system is coming from— 
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Quebec and Saskatchewan? And are they also con- 
sidering the two-cent levy, the Manitoba system, in their 
advice? 

The other one I would urge them to take a look at is 
the 1993 report prepared for the US Congress entitled 
“Bottle Bills and Curbside Recycling: Are they Com- 
patible,” which I believe came to the conclusion that 
there is a benefit to the municipalities. They said local 
governments would achieve a greater diversion of solid 
waste from disposal at a lower cost per tonne if both a 
bottle bill—that is, a refundable system—and a curbside 
collection program were in place. I just put it out for 
possible consideration. 

Mr West: The WDO has expertise on it that clearly 
has a national, North American and even a European 
context associated with it. There is a lot of expertise in 
the WDO, in the committee structure itself. The muni- 
cipal sector also will be making sure that those other 
systems are part of the discussion. Again, we’ve asked 
the WDO to come back with options and recommenda- 
tions as to what it should look like. They will clearly be 
looking at what is the best system for Ontario, but in the 
context of what other jurisdictions are doing. 

Is there a report that requires them to come back and 
say, “Here’s what other jurisdictions are doing’? No. 
We’ ve been through that through the RCO process and I 
think we’ re into the next step. 


Will they be considering the Manitoba two-cent 
model? I think they should take a very serious look at 
that model and other models here in North America and 
in Europe as well. 

Mr Peters: Thank you, Chair. 


The Vice-Chair: Thank you, Auditor. I’d like to 
thank the ministry staff. It’s my understanding that we go 
in camera now to make a decision on what we’re going to 
do. Thanks to everyone who participated. 

Mr Lal: Mr Chairman, I would also like to say thank 
you on behalf of my colleagues and myself for these 
proceedings. 


The committee continued in closed session at 145]. 
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The committee met at 1039 in committee room 1, fol- 
lowing a closed session. 


1999 ANNUAL REPORT, 

PROVINCIAL AUDITOR 
MINISTRY OF HEALTH 
AND LONG-TERM CARE 


Consideration of chapter 4(3.09), mental health pro- 
gram, community-based services activity. 

The Chair (Mr John Gerretsen): I’d like to call this 
meeting to order, which is a continuation of the hearings 
held by the standing committee on public accounts deal- 
ing with chapter 4 of the 1999 Annual Report of the 
Provincial Auditor, and specifically dealing with the 
mental health program, community-based services activ- 
ity. 

I'd like to welcome you, Assistant Deputy Minister, 
and your delegation. You’ll have about 15 to 20 minutes 
to make your presentation, and afterwards we’ll throw it 
open to the members who are here. 

Mr John King: Good morning, Mr Chairman. I’m 
sorry we’re a little late. We were waiting for someone to 
come and get us rather than be here, so I apologize. 

The Chair: That’s all right. We were almost going to 
hold the parliamentary assistant hostage until you got 
here. 

Mr King: I’m not going to comment on that. 

I’m John King. I’m the assistant deputy minister for 
health care programs at the Ministry of Health and Long- 
Term Care. I am joined this morning by Dennis Helm, 
who is the director of mental health for the health care 
programs, and also Gail Czukar, who is the manager for 
mental health legislative policy. On behalf of the min- 
istry, we are pleased to meet with the public accounts 
committee today. 

Let me begin by saying that the ministry is committed 
to ensuring all Ontarians can rely on quality health care. 

A strong Ontario economy has made it possible for the 
provincial government to increase health care spending 
by $1.5 billion since its 1995 commitment of $17.4 bil- 
lion. In fact, we expect to increase funding by another 
20% over the next five years to meet future needs. 

In 1998-99, the ministry’s actual operating expendi- 
tures totalled $18.9 billion. This year, the budget is ex- 
pected to be $20.9 billion. That’s over one third of the 
entire government budget. 


Of our total health budget, the ministry spends over 
$2.4 billion on mental health programs and services. 
Programs supported by this funding include community- 
based services, homes for special care, provincial and 
specialty psych hospitals and general hospital psychiatric 
units. 

The ministry directs $406 million toward community- 
based mental health services in Ontario. This year, this 
$406 million was an increase of almost 90% over 1994- 
95. This includes 335 community-based mental health 
agencies, 152 homes for special care, and 84 supportive 
housing providers, together with $1.3 billion in other 
mental health services such as OHIP, drug programs and 
long-term care, $5.4 million in program administration, 
and $869 million toward hospital-based services. We 
arrive, then, at the total commitment of $2.4 billion per 
year in mental health services. 

With respect to the Provincial Auditor’s report, in 
1997 the Provincial Auditor assessed the ministry’s 
performance on community-based services activity. The 
goal of the community-based services activity is to de- 
velop a system that will support people with mental 
illness living fulfilling lives in the community. The ac- 
tivity funds community mental health programs, includ- 
ing community-based mental health services, children’s 
mental health programs, residential homes for special 
care, and the community psychiatric payment program. 

I am pleased to say that the ministry has made sub- 
stantial progress in the areas outlined by the Provincial 
Auditor. 

Under mental health reform, the auditor recommended 
that the ministry should periodically evaluate its progress 
in meeting the mental health reform targets. Our response 
is that the ministry has begun benchmarking progress and 
outcome through the multi-year community mental 
health evaluation initiative. This initiative involves out- 
come evaluation projects, focusing on case management, 
crisis response and consumer-survivor and family initia- 
tives. The project team includes the Ontario Mental 
Health Foundation, the Centre for Addiction and Mental 
Health, and the Canadian Mental Health Association, 
Ontario division. The initiative also allows us to closely 
monitor bed ratio shifts within the mental health system. 

The research projects funded through the multi-year 
community mental health evaluation initiative are in the 
early stages of implementation. These projects will pro- 
vide the ministry with vital information regarding cost- 
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benefits and outcomes related to core community mental 
health functions. Once the data become available, the 
ministry will be in a position to revisit and refine the 
mental health reform targets. 

As well, the auditor recommended that we should 
develop and compare the costs and outcomes of 
community-based care with those for institutional care 
for various levels of service or care. The mental health 
minimum data set is intended to enable ministry staff to 
analyze and compare the cost of community care and 
institutional care. The following mental health minimum 
data set activities are underway. 

Since 1997-98, community mental health year-end re- 
porting includes newly developed reinvestment fund 
indicators. 

A psychosocial rehabilitation tool kit has been de- 
veloped and is being implemented and will provide re- 
habilitation outcomes, such as change in hospitalization 
rates and change in housing, employment, education and 
financial circumstances. The PSR tool kit will collect and 
report most of the minimum data set client information. 

A minimum data set client data snapshot survey has 
been completed. For those community agencies and 
hospitals that participate in the snapshot, we are now able 
to answer questions regarding service availability, clients 
and utilization patterns. 

The results of the minimum data set client data snap- 
shot and the technology survey have been distributed to 
all mental health provider organizations. Work is under- 
way to develop the minimum data set across the prov- 
ince. 

The ministry’s IT priority review board deferred the 
development and implementation of the mental health 
minimum data set project due to other priorities in the 
Y2K compliance. We are now reviewing IT priority 
projects with the completion of the Y2K project. 

With respect to operating plans, the auditor recom- 
mended that the ministry ensure that all information 
submitted is in accordance with ministry requirements. 
The ministry has streamlined and simplified reporting 
requirements by refining the operating plan guidelines 
and process requirements it distributes to mental health 
provider organizations. We have utilized the streamlined 
operating plan package containing all information re- 
quired by the ministry since 1997-98. 

As well, the auditor recommended that the ministry 
require operating plans to be submitted, reviewed and 
approved on a more timely basis. The time frame for the 
operating plan process depends on the government’s 
estimates-budget process. This has had an impact on the 
timing of the issuance of the operating plan guidelines 
and process requirements. In spite of this organizational 
challenge, the Provincial Auditor has acknowledged our 
progress. We have consistently sent out packages before 
the commencement of the fiscal year in each of the past 
three years. The health care programs division, through 
the regional office structure, will coordinate all hospital 
and community operating plan processes as much as 
possible. 


With respect to performance monitoring, the 
Provincial Auditor recommended that the ministry define 
acceptable levels of care and establish performance 
benchmarks and outcome measures and monitor pro- 
grams against them. We have defined levels of care and 
systems outcomes in the ministry’s recent document 
entitled Making It Happen: Implementation Plan for the 
Reformed Mental Health System and Operational 
Framework for the Delivery of Mental Health Services 
Reports. Released in August of last year, Making It 
Happen enables regional and local planning processes to 
align and rationalize community mental health services. 

We are ensuring we implement the objectives of 
Making It Happen in a timely manner by establishing 
mental health implementation task forces. These task 
forces will operate in all health regions across the prov- 
ince. The northeastern task force has already been estab- 
lished, and additional task forces will be announced 
shortly. The task forces will provide advice to the min- 
istry on the allocation and reallocation of community 
investments to support policy directions. We will base 
performance benchmarks, targets and outcomes on the 
multi-year baseline data captured by the mental health 
minimum data set that I mentioned earlier, as well as on 
data captured by the district health councils and the 
mental health implementation task forces. 

1050 

With respect to management information systems, the 
Provincial Auditor recommended the ministry should 
accelerate the development and implementation of an 
appropriate management information system. The min- 
istry, in response, completed a technology survey in 1998 
which has enabled the ministry to assess and evaluate 
direct electronic transfer alternatives. Community mental 
health programs’ budget systems, financial logs and 
sessional fees systems have all been implemented. These 
are being further refined following the completion of the 
year 2000 projects. 

With respect to the community psychiatric payment 
program, allocation of funds, the auditor recommended 
that the ministry ensure that sessional funding is allo- 
cated on a reasonable and equitable basis rather than on a 
historical basis. Through the implementation of the 
commission recommendations and directives, the min- 
istry now ensures that new or reconfigured priority ser- 
vices are receiving appropriate sessional fee allocations. 
This allows us to make sure that medical and specialist 
support is available. 

With respect to monitoring, the auditor further rec- 
ommended the implementation of a procedure such that 
timely information is received on the use of sessional 
funding, and sessional funding is spent in accordance 
with ministry guidelines. The ministry has implemented a 
computerized community sessional fee logging system 
that enables timely follow-up. Also, the reporting com- 
pliance is improving through ongoing verbal and written 
reminders to government agencies. By the 1997-98 year- 
end, sessional fee reports had a compliance rate of almost 
100%. 
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With respect to homes for special care quality of care, 
the auditor recommended that the ministry mandate 
compliance with the minimum standards of care as a 
condition of licence renewal. The ministry is developing 
a comprehensive supportive housing policy for people 
with serious mental illness that will set out standards and 
monitoring mechanisms for all supportive housing, in- 
cluding the homes-for-special-care program. These stan- 
dards and monitoring mechanisms will help to ensure a 
consistent approach to the programs being funded by the 
ministry. The policy might have legislative implications 
for the Homes for Special Care Act. 

With respect to processing of payment and recoveries, 
the Provincial Auditor recommended that we improve 
our procedures to help ensure we recover the payments 
made on behalf of the residents of homes for special care 
that we are entitled to. The ministry has implemented a 
computerized homes-for-special-care information §sys- 
tem. The modifications to the system include the ca- 
pability to produce aging reports. Therefore, we would be 
able to facilitate a more efficient recovery process. 

Under respite care grants, the auditor requested that 
the ministry should assess whether it should continue to 
provide respite care grants for staff relief. On August 12, 
1998, the government approved a rate change within the 
Homes for Special Care Act to increase the per diem 
payment level from $27.63 to $34.50, which is consistent 
with other residential housing programs providing similar 
types of services. Respite care grants will cease on April 
1, 2000. This will not affect client care adversely because 
of the increased payment rate which came into effect on 
September 1, 1998. The increase will ensure that appro- 
priate levels of resident care and services continue to be 
provided by homes for special care while a comprehen- 
sive housing policy for people with serious mental illness 
is being developed. 

In conclusion, I believe the ministry has demonstrated 
significant movement forward on the recommendations 
of the Provincial Auditor. The ministry has shown a 
commitment to Ontario to create an integrated and com- 
prehensive mental health system that emphasizes pre- 
vention and access to services and improves public 
safety, and I believe we are delivering on that commit- 
ment. Beyond even the scope of the auditor’s report, 
since June’ 1998 we have announced significant invest- 
ment to mental health community-based services. 

In December 1999, we announced $19.1 million to 
expand community-based mental health services to a 
total of 51 assertive community treatment teams and to 
enhance court diversion, psychogeriatric outreach, case 
management and crisis support services. 

In March 1999, this government announced its provin- 
cial housing strategy, which included $45 million in each 
of the next three years to provide housing and housing 
supports for people with serious mental illness. Of this 
$45 million, $20 million was identified for initial release 
to provide permanent housing and supports to approxi- 
mately 1,000 people with serious mental illness who are 
intensive users of emergency hostels. This strategy is in 


addition to the $2.5-million homelessness initiative in 
1997-98 that enhanced services to Ottawa, Hamilton and 
Toronto. 

In 1998, we announced $60 million in funding to sup- 
port enhancements to community-based mental health 
services, additional forensic beds and court diversion, 
and long-term-care services for the mentally ill. 

Finally, ’'m proud to report that all of the service en- 
hancements resulting from the $23.5-million community 
investment fund in 1997-98 are operational. The com- 
munity investment fund increased community services 
and supports for people with severe mental illness. The 
service enhancements included case management, crisis 
response, family initiatives and consumer-survivor in- 
itiatives. These initiatives will ensure that all Ontarians 
have timely access to services they need. 

We are strengthening the continuum of care for people 
in need and we will continue to do what is necessary to 
improve and enhance access to these important services. 

That is all I have to say, Mr Chairman, for the formal 
portion of this program and we’re happy to answer any 
questions that the committee may have, with the support 
of my colleagues. 

The Chair: Thank you very much for your presenta- 
tion. The third party will not be represented here today as 
Ms Martel apparently is ill. What I propose we do is limit 
each question-and-answer period to 15 minutes so that 
there will be two go-arounds before lunch today. We start 
with the government side. 

Mrs Julia Munro (York North): I appreciate the op- 
portunity that you have provided us in being here today. 

There are a number of issues obviously in the course 
of the morning that we’ll have an opportunity to speak to 
and get some response from you. One of the overall 
issues that I think would be appropriate to start off with 
this morning is the whole issue of integration and the fact 
that while there are so many very important pieces in 
health care in general in the province, and it’s certainly 
something our government has taken some leadership on, 
the question of integration is one that people find par- 
ticularly important, being able to access service. I won- 
dered if you could give us an update on the way that 
integration between mental health services and health 
care in general is taking place, particularly at the regional 
level, because obviously that’s where the individual 
Ontarian is looking for some kind of access point. 

Mr King: As I mentioned, the Ministry of Health and 
Long-Term Care budget is almost $21 billion, and of that 
portion, the health care programs division, which I am 
responsible for, is a total of about $14 billion. This in- 
cludes all of the health care programs other than phys- 
ician services, labs and diagnostic imaging. 

1100 

Recently, the ministry identified the need to look at 
regionalization of their health care programs division. 
We are in the process now of setting up seven regional 
offices. These regional offices will be scattered through- 
out the province and they will include hospitals, mental 
health and long-term care. Although we have not moved 
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to a regional structure in the other parts of the system, it 
is very important that the ministry move in this direction 
and provide services locally, have local access and a 
single point of entry for our stakeholders. 

If you can picture this, you can see that we would have 
the hospital personnel, program personnel, long-term- 
care and mental health personnel all working side by 
side. This is in our hope to provide an integrated service 
delivery mechanism for clients, patients and residents in 
Ontario. By this, I think it really strengthens the continu- 
ity of care that we’re trying to promote. So we’re inte- 
grating at the regional level. That is very important to the 
ministry, but it also will promote for our stakeholders 
who enter the system that concept of integration in their 
communities. 

I might emphasize that now we have ministry people 
outside of Toronto at the local level who will also mon- 
itor Our activities out there and the accountability that 
everyone is expecting for the dollars that are spent on 
health care. 

I hope that shares our integration strategy with the 
ministry. There are other things that we can elaborate on 
as far as the integration with mental health services is 
concerned, which I’m sure will come up later. 

Ms Marilyn Mushinski (Scarborough Centre): 
When we’re talking about moving from institutionalized 
care to a more community-based care, I understand that 
you have set up some ACT teams, or assertive com- 
munity treatment teams, and I’m very interested in how 
you arrived at this particular model. I’m going to prob- 
ably be asking you a supplementary question on the 
regionalization aspects of that, because I have some 
particular concerns as it pertains to my own riding of 
Scarborough Centre, and how it responds also to Mr 
Newman’s report, 2000 and Beyond. Could you tell us a 
little bit about the program and then I’ll ask a few more 
questions. 

Mr King: I did want to comment on the move from 
the institution to the community. A number of years ago 
the balance between the institutional and community care 
was about 75% institutional, 25% community. Our goal, 
of course, is to bring everything closer to home. That’s 
not only in mental health but other services in health 
care. We are now at an average of about 60% institu- 
tional, 40% community, so it’s very important that we 
build up the community supports as we are deinstitution- 
alizing clients and patients. 

We were very fortunate to do some benchmarking on 
ACT teams in the States, and we have created a model 
here in Ontario. I’m going to have Dennis Helm elab- 
orate a littke more on the ACT teams, because I believe 
very strongly that this is a real success story for Ontario, 
to develop this team approach that really delivers that 
support in the community that the patient would have 
otherwise received in an institution. We are now able to 
deliver that in a community setting. 

Mr Dennis Helm: When we started the reform ac- 
tivity in looking at our goals of restructuring the system 
from an institution-based to a community-based system 


and looking at the restructuring of the psychiatric hospi- 
tals, we wanted to look at a best-practice model that 
really linked directly with our goals in that area. As John 
mentioned, through a review of activities in other juris- 
dictions, we developed a commitment to the assertive 
community treatment concept, which is basically in- 
volving many disciplines in terms of providing supports 
and services to clients. They are basically a self- 
contained clinical team that provides intensive treatment 
and rehab to about 100 clients per team. So it’s very 
intensive. These supports are provided on a 24-hour-a- 
day basis, 365 days a year. 

When we established the best practice of assertive 
community treatment teams, we wanted them to have a 
very direct relationship to the restructuring in our psychi- 
atric hospitals. As you know, the commitment had been 
made to ensure that community supports are in place 
before we consider any bed downsizing within our psych 
hospitals, and the treatment teams were identified as a 
key program to make that link. So when we established 
these treatment teams, and we’re now up to 51 full or 
partial teams—they’re in various stages of implementa- 
tion—for the majority of these 51 teams we have de- 
veloped a sort of contract with the providers that they 
must have a direct link with the psychiatric hospitals so 
that if there are patients in the hospitals who are ready for 
discharge into the community, there is a direct link to 
these treatment teams. We felt that this intensive interac- 
tion would be a perfect discharge mechanism from the 
psychiatric hospitals into the community with these kinds 
of supports, which in turn link with other service provid- 
ers, including housing. 

So as a best practice, we are in various stages of im- 
plementing these and we have established an evaluation 
mechanism whereby this best practice, or this instrument, 
will be evaluated along with other reform priority in- 
vestment tools. They will be evaluated and reported back 
to the ministry in terms of whether any adjustments 
should be made and to look at the cost-benefit analysis 
and especially the quality-of-life point of view. 

Ms Mushinski: I wonder if you can just tell me, as 
you implement this particular aspect and other mental 
health reforms, how you can ensure that the specific 
needs of various communities within Ontario are being 
met. For example, the needs of a very diverse community 
in Scarborough Centre probably are quite different from 
those in a far-reaching and remote community in the 
north. I’m wondering how the mental health reforms 
address those specific divergent needs of the province. 

Mr Helm: When we identified the community treat- 
ment teams, as an example, as a priority 4 investment, 
ministry staff led a community-based activity working 
with service providers, and I’ll use Toronto as an exam- 
ple. We worked with existing community service provid- 
ers here. We looked at the work that had been done by 
the district health councils in terms of identifying the 
service priorities. 

We were keen on the assertive community treatment 
team concept but we wanted to make sure that any in- 
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vestments really reflected the regional needs that have 
been identified. So, for example, working with the 
Toronto service group and the district health council, we 
looked at the priority target populations that they have 
identified; it could be a specific ethno-racial community, 
a forensic group. Developmentally disabled groups spe- 
cifically had been identified, with a developmental prob- 
lem plus a mental health problem. So through our 
implementation process we have the flexibility to work 
toward different target populations, and we did address 
the needs of specific communities; for example, in 
Toronto, having a treatment team established that spe- 
cializes in services for the developmentally handicapped 
population with a mental health issue as well. 

As another example, and even elsewhere in the prov- 
ince, treatment teams and all of our community invest- 
ments are expected to have a forensic component as 
opposed to a parallel forensic system in the community. 
So treatment teams are expected to have a forensic ca- 
pability. Within Toronto, because of the population and 
the demand, we did provide some specific funding to one 
team to truly develop a forensic capability so they in turn 
could work with other treatment teams in the city to help 
spread that expertise around forensic clients and the 
services they require. So we do try to address the specific 
population needs as much as we can. 
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Ms Mushinski: I have one question about housing. 
Can you tell me what the ministry is doing to address 
this? I’m particularly interested in this. I was on a 
Canadian Mental Health Association task force 25 years 
ago looking at supportive housing models in the com- 
munity. I just have a serious concern that we may be 
abandoning some of those earlier policies for supportive 
housing. Could you tell me what the status of the min- 
istry’s supportive housing strategy is for the mentally ill, 
please? 

Mr King: | think you’re touching on two areas. One is 
the operations, with things such as the homelessness 
strategy, and also we have some policy and strategy 
development in housing. 

I’m going to ask Dennis to refer to the operations. I’m 
sure Gail will have some comments on the housing strat- 
egy that’s being developed now. 

Mr Helm: The housing service really has been identi- 
fied for quite a long time within the mental health reform 
strategy, that adequate housing is critical for our target 
population in terms of moving out of an institution into 
the community, and with the homelessness issues that 
have been identified across the province. 

In 1997-98 was really the beginning of our homeless 
strategy, and that was when $2.5 million was identified 
for reinvestment in three areas of the province: Ottawa, 
Hamilton and Toronto. It was identified specifically that 
we needed support services to address the mental health 
issues of people living in hostels and shelters. That was 
the beginning of our initiative into this area, really a 
result as well out of the homelessness studies that were 
undertaken in various cities in Ontario, including To- 


ronto, and in the provincial review of homelessness and 
housing. So we started that process. 

Then in 1999 there was a significant step, in our view, 
for our target population, when it was announced that 
there would be a three-year, $45-million commitment for 
each of those three years to look at again housing and 
homelessness for the mentally ill. In phase 1, which took 
place in 1999, a total of just over $20 million was allo- 
cated—about $14 million of that was provincially allo- 
cated—again first targeting the cities that were identified 
with the lowest vacancy rates and perhaps the highest 
homeless population, and those were Ottawa, Hamilton 
and Toronto. 

We have been working very closely with the com- 
munities in terms of moving this along and working 
towards the establishment of 1,000 units. That could be a 
combination of rent supplements, which are specifically 
geared to an individual in a rental situation, plus then 
capital, perhaps acquisition of units, and renovations. 

We are proceeding to implement those and we are 
very pleased with the achievement we are making, con- 
sidering that in previous years very little had been done 
in terms of our target population for housing. So the 
achievement of having 1,000 units that we’re working 
towards was very welcome. 

The Chair: Is that 1,000 in the province? 

Mr Helm: A thousand in these three cities right now. 
That’s phase 1. We are implementing that now, and pro- 
gress has been made. There will be a phase 2 and a phase 
3, which we will combine. Just to remind you of what I 
said, there was a three-year commitment, $45 million per 
year. I just talked about the first-year first phase. 

For phases 2 and 3 we are looking at very shortly go- 
ing out for a request of interest from parties across the 
province. We are allocating the remainder. At the end of 
the day the full $45 million will be annualized in com- 
munity supports. 

We are allocating the remainder of the funding to all 
regions of the province, based on population, and with a 
specific addition, in terms of a funding ratio, for those 
areas where we expect there will be some in-patient 
restructuring in the psychiatric hospitals, to make sure 
that we are in every community in the province, but to a 
greater extent in those communities that will be experi- 
encing a restructuring of in-patient services. Our com- 
mitment is to have the community supports in place 
before the downsizing takes place. So we are in the midst 
now of this phase 2, where we will be going out and 
requesting expressions of interest so we can be working 
with the communities and identifying where the remain- 
der of that funding will go. 

’ Ms Gail Czukar: As Dennis mentioned, there has 
been activity in this area for some time. The ministry has 
been working with two other ministries to develop a 
comprehensive housing strategy and housing program; so 
municipal affairs and housing and MCSS have been 
involved in this as well. The ministry developed a com- 
mittee to advise it on the housing policy. That committee 
included members of the service providing community, 
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consumers and consumer groups as well as homes for 
special care providers to give them advice about what the 
housing policy should encompass. That policy is under 
development, is being approved as we speak, and should 
be ready for release soon, but the intention is to have a 
consolidated provincial program that will look at a num- 
ber of these different programs and put them together— 
the domiciliary hostel program, homes for special care, 
the supportive housing and so on—so that there will be a 
consistent approach, with consistent standards, in sup- 
portive housing. So that work is underway and should be 
released soon. 

The Chair: We went over the time a little bit. We’ll 
make it up in the next round. I’ll turn to the official op- 
position. 

Mrs Lyn McLeod (Thunder Bay-Atikokan): As you 
can see by the number of us who are here, we have a 
number of questions and concerns in the area of mental 
health and we too appreciate the opportunity to talk with 
you about mental health. I think too often it doesn’t get 
the focus that it needs, so this is really a welcome op- 
portunity. 

We'll start by following up on Marilyn Mushinski’s 
questions about the whole area of supportive housing. 
I’m glad to hear the details of the three-phase program to 
provide supportive housing in communities. 

My concern is the adequacy of the support that is pro- 
vided in non-hospital settings. I'd like to preface my 
questions by asking whether or not you have any statis- 
tics yet on the number of people who are currently in 
psychogeriatric beds in hospitals that are scheduled to 
close and how many psychogeriatric beds will remain for 
that population of people. In other words, we know the 
proposed loss of overall beds, but I wonder if you have 
something on the loss of psychogeriatric beds ‘specif- 
ically. 

Mr King: Mr Chairman, is it okay if we continue to 
direct questions over to the experts here, perhaps, when 
we get into some of the details? 

The Chair: We want to hear from the people who 
have got the answers. 

Mr King: That’s why I brought this entourage today, 
so we’d make that we have the right answers for people. I 
apologize that I don’t have all the answers. 

Mr Helm: In terms of the psychiatric numbers—I’ll 
talk specifically about the provincial psychiatric hospi- 
tals—I don’t have statistics with me, but in terms of the 
psychiatric hospital system across the province, as you 
know, it is going through a divestment transfer process. 
A key element of that is to do a patient survey of every 
client in the hospital, and psychogeriatric clients are 
included in that. We are finding that there are a number 
of psychogeriatric clients in the provincial psychiatric 
hospital system who could be perhaps better housed in 
the long-term care system or in the community with 
supports. That information is being used to formulate a 
discharge plan that would then be looked at and co- 
ordinated with our community activities, such as a com- 
munity treatment team, that might be appropriate for 


psychogeriatric clients perhaps who are able to live in the 
community if they have the supports in place. A key 
requirement is that those persons must have the supports 
assigned to them before they go out into their own 
apartment or shared accommodation, either through a 
treatment team or through an existing case management 
program, for example, that we have in the community. 
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That is being done in all psychiatric hospitals across 
the province. We have this baseline data that would help 
us, with the funding we have now and as new funding is 
announced through mental health task forces which we 
might get into. That would be information they would 
use as well to determine where the resources should be 
allocated, what kind of service providers should be 
funded for different types of services, which could vary 
from region to region. 

Mr King: I was just going to add to that, if I might. 
This is why we feel it’s so important that the ministry 
regional offices are set up so that the link with mental 
health and long-term care, in this example, is a strong 
link so that we can ensure there’s a smooth transition 
with these patients. 

Mrs McLeod: Is it possible to get statistics on the 
change specifically in psychogeriatric beds? Is that in- 
formation you’d be able to provide? 

Mr Helm: In terms of what is planned? 

Mrs McLeod: What’s proposed, yes. 

Mr Helm: We could probably gather very high level 
data, not patient-specific obviously, but just the general 
findings of what they would need, how many might be 
appropriate for a long-term-care facility or, if they go to 
the community, the types of supports. We could put 
together that broad, high-level information if that would 
be helpful. 

Mrs McLeod: It would be very helpful. I'll be very 
upfront about my concern and the reason I’m focusing at 
this point in our discussion specifically on psychogeriat- 
rics. I notice that there’s an adjective that has come into 
this—Mr King used it again this morning—and that’s 
that as you look toward community supports in the de- 
institutionalization process, you’re looking at those who 
have a serious or severe mental illness. 

One of my concerns is, all right, where do the seniors 
with Alzheimer’s or with dementia fit into that picture? 
Can I assume that a senior who has Alzheimer’s or a 
dementia of some sort at a fairly advanced stage is con- 
sidered to be somebody with a serious or severe mental 
illness? My concern in asking about the psychogeriatric 
beds, because I understand that there’s a significant re- 
duction in the proposed psychogeriatric beds in a hospital 
setting, is, where are these people going to go? 

If we look at support in a community setting and a 
supportive housing setting, an Alzheimer’s patient typ- 
ically needs a secure setting. They typically need 24-hour 
supervision. I’m aware that there are Alzheimer’s 
patients now who are in wings of long-term-care facili- 
ties. You’ve mentioned that’s one of the alternative 
placements for people who might now be in a psycho- 
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geriatric bed in a hospital setting. There’s obviously a 
huge difference in funding that’s available to that indi- 
vidual for support if they are in a psychiatric hospital or 
if they were to go into a chronic-care bed, which I think 
is the setting for most of the psychogeriatric beds with 
the deinstitutionalization, compared to them being in a 
long-term-care facility at $70 a day with a copayment or 
being in supportive housing, a special care home, where I 
think you just said the rate was $34 a day. Of course, the 
other alternative support is a home situation where it 
becomes tremendously costly to provide one-on-one 24- 
hour supervision. 

I’m really concerned about where this population, 
people who are currently in psychogeriatric beds, is 
going to go, and following that, with an aging population, 
where the expanding population of people with 
Alzheimer’s is going to go. 

Mr King: This is also a good example of where this 
has gone beyond the mental health program. We just 
recently announced an Alzheimer’s strategy for the 
province. We have initiatives underway right now for 
Alzheimer’s patients. They are gathering that information 
on the local level. Again, coming back to your point, we 
are also very concerned about how the Alzheimer’s pa- 
tients are being cared for and treated, not only in institu- 
tions but also in the community setting, to have supports 
in place. There’s a whole other strategy in place for the 
Alzheimer’s patient that has been recently announced. 

Mr Helm: | think it’s important to stress and we want 
to be clear that within our mental health reform strategy 
we are maintaining a range or a continuum of services. 
There will be psychogeriatric beds in our system even 
post-transfer to a public hospital. We will have com- 
munity supports for those, where appropriate, who can 
live in the community, and if people are more appropri- 
ately relocated to a long-term-care facility. The mental 
health side of the ministry and long-term care have been 
working together for the last couple of years on how to 
ensure the best quality of service for a mentally ill client 
in a long-term-care facility. 

You may be aware of one of the previous announce- 
ments. Out of the $60-million announcement in June 
1998 was a training initiative for mental health workers 
to be assigned to long-term-care facilities to provide not 
only behavioural support but also programming support 
to try to get at some of the issues you were referring to. 

Mrs McLeod: I appreciate the broad view. I’m going 
to leave my questions at this point because I want to give 
my colleagues an opportunity. 

My concern is I know there are psychogeriatric pa- 
tients now in—let me rephrase it, because I think lan- 
guage may be a part of our problem here. People with 
advanced Alzheimer’s and dementia are in long-term- 
care facilities now. I don’t believe that $70 a day is 
enough to provide support at the level which that patient 
needs. What is the ministry doing to really identify the 
care needs of those individuals and ensure that the dollars 
match the care needs? I’m not seeing the specifics to give 
me comfort that as more and more people develop severe 


Alzheimer’s or are discharged from hospitals, we’re 
going to have the dollars in place to meet their level of 
care needs. 

Mr King: Under another initiative that’s happening in 
the long-term-care side, they are doing a levels-of-care 
study right now, addressing some of these issues, and 
also looking at the funding system in long-term care to 
address not only complex continuing care but then the 
chronic care, long-term-care funding system for this type 
of patient. So it is being addressed. We were focusing a 
little more on mental health here, but there are other 
branches of the ministry addressing some of those dol- 
lars. 

That $70 a day is not the long-term-care rate; it’s not 
the chronic care rate right now. I’m not sure where the 
number you’re quoting is coming from, but the long- 
term-care patient rate is around $100 and the chronic care 
rate is closer to $300 a day. Many of these patients are 
presently housed in that setting. We are looking at that 
funding system right now for the future. 

Mrs McLeod: I cross my fingers and pass it on to my 
colleagues. 

Mr Steve Peters (Elgin-Middlesex-London): I have 
two questions. The first is in the area of the supportive 
housing policy that’s being developed. As we’re seeing 
this move from institutions to communities and the poli- 
cies being developed—and you said that consultations 
are taking place—I would like to know who all is being 
consulted. In particular, I’d like to know whether mu- 
nicipalities are being consulted on this move towards the 
development of supportive housing. The municipal coun- 
cils are going to be hearing from the neighbourhoods that 
may be proposed, and I would like the assurances to 
know that as these policies are being developed, every- 
body who is potentially going to be impacted or affected 
by the move from the deinstitutionalization is going to 
know what is going on and what is being proposed. 

Mr King: First of all, with the project that has just re- 
cently been announced with the 1,000 units that were 
referred to in those three communities, it has been an area 
of difficulty going into local communities and their say- 
ing, “Not in my backyard,” that type of experience. That 
was our first phase. We’ ve learned a lot from this process 
that will certainly be incorporated into the phase 2 and 
phase 3 that we’re dealing with. Dennis will probably 
want to comment specifically on your issue with respect 
to notification and education in this area. 

Mr Helm: From an operational point of view I can 
address a few things and then maybe Gail will in terms of 
the broader consultation. In phase 1 of the housing that I 
mentioned, for example, and our planned phase 2, once it 
is started we spend a lot of time in the community with 
service providers, who are already in housing perhaps, 
but really anyone within the health-MCSS system will be 
brought to the table and be made aware of what oppor- 
tunities we have. Through that consultation process we 
will be talking with providers, the city, consumer groups 
and family groups specifically for that community about 
the dollars we have available, how we might best allocate 
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them to meet the reform agenda, the bed-pressure issues 
and the support services. So on the implementation side 
we try to be as inclusive as possible with all members of 
the community before we make a recommendation within 
the ministry as to where the dollars will be going, and for 
what services. 

On the policy side there was another opportunity for 
input. 

Ms Czukar: As I said, the committee that was struck 
to give the ministry advice about the development of the 
housing policy included people who are out there and 
who have had a lot of experience in trying to set up pro- 
grams and have run into exactly the kinds of issues you 
are talking about, so that experience was brought to bear. 
But I think what you’re talking about is really an imple- 
mentation issue and will come up when the policy is 
being implemented. 
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The Ministry of Municipal Affairs and Housing was 
involved in that and will be giving us further advice on 
how to roll that out in a way that is going to be compat- 
ible with the municipalities’ agendas as well. 

Mr Peters: The Health Services Restructuring Com- 
mission, when it issued its report for the London and St 
Thomas psychiatric hospitals, talked about the construc- 
tion of a new 65-bed forensics unit at the St Thomas site. 
At some point—and hopefully I can get this answered— 
that directive from the restructuring commission changed 
from 65 beds, and it is my understanding it may be down 
to about 49 beds. From what I understand—and I’d like 
some clarification—that may be as a result of some of the 
new beds that are going to be created in the Hamilton 
area, but there are some questions that I’ve had from 
within my own constituency. We’re at 65 beds; we’re 
talking 49 beds now. At what level, at what point, is it 
going to be said, “We can’t justify constructing a new 
forensics facility,” that 49 beds isn’t the right number? 
I’d just like to know where things are going with foren- 
SICS. 

I’m concerned with forensics, having lived in a com- 
munity that’s had a forensics unit for a number of years. 
The auditor talked a bit about a needs analysis of the 
forensics beds. I’d just like assurances that we’re not 
going to be seeing any changes in the standards, what the 
level of a forensics patient is now—it may change. For 
people who currently may be in a forensics bed, some- 
thing may change so that it can be said that they may be 
suitable to be out in the community. It’s a concern. If I 
can’t get it today, can I get some further information 
about where things are going as far as forensics is con- 
cerned? 

Mr King: We certainly do have a direction on foren- 
sics. You started out with the analysis of the commission. 
The commission really did provide advice on specialty 
beds, tertiary beds, long-term-care beds, but not with 
respect to forensic. They left that with the ministry to 
develop a strategy. We have developed a strategy for 
forensic beds, but due to a number of changes that are 
occurring with the court system etc, we’re also re-looking 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


1 MARCH 2000 





at that number right now. We’re reviewing beds for 
forensics in the province. 


Specifically for the London-St Thomas area, the di- 
vestment of the PPH is going to St Joe’s in London in the 
first tier and then it will move throughout the community 
of southwestern Ontario after that. We can be more spe- 
cific if you like on some of the forensics there. We have 
one of our consultants here with us today if you would 
like more information on that. 


Mr Peters: I can leave you my card. 


Mr King: OK, that’s great. This is something that is 
dear to Dennis’s heart, as far as forensic beds. I think it’s 
an area that we all want to make sure we monitor very 
carefully, the numbers in the province and where they are 
located. So Dennis has some comments with respect to 
that. 


Mr Helm: The forensic strategy for health has been 
developed through a committee that I chaired with other 
ministries, with MCSS, with the Attorney General and 
the Solicitor General. Through that interministerial com- 
mittee we developed a provincial strategy for forensic 
across all of those ministries, and then within the Min- 
istry of Health we also produced a strategy, and specif- 
ically a bed strategy, because as John King mentioned, 
the commission left the siting and sizing of forensic beds 
up to the ministry. We did our review, we looked at what 
best practices existed across the province and came up 
with a general ratio for secure beds of 3.8 beds per 
100,000 population. That has been, and is, leading our 
plan in terms of bed numbers and location. 


Through the reform agenda and using that bed ratio, 
we are looking at establishing 144 new forensic secure 
beds in various locations across the province. We feel 
that once they’re up and running with all the other com- 
munity supports in place, that should go a long way to 
helping with the pressure we are currently facing. As 
time goes on, as with any reform, you always re-evaluate 
and reconsider the direction, and that’s the review that 
John mentioned. We are proceeding on this basis for bed 
implementation. What we will be looking at is, is that 
ratio appropriate or is it not? 


In terms of your specific question about reinvestments 
or about recent announcements, I know there had been 
some discussion on London-St Thomas bed forensics and 
Hamilton. When the Hamilton announcement was made 
for 52 medium-secure beds, that did not take beds away 
from anyone. I know, and maybe that’s what you’re 
getting at, that in London-St Thomas there was a plan to 
maintain the beds they have there and at the same time, 
over a period of time, enhance services in London-St 
Thomas. So when we announced 52 beds for Hamilton, 
that was to set up a secure system they never had before 
for the Hamilton catchment area. We announced Toronto 
and Whitby as well. The beds that will be coming for 
London—I think it was nine in addition to what you have 
now—will be the regional secure system there. 


Our goal is to have a regional secure system in every 
region of the province, maintain a maximum-secure 
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setting in Penetang—the expertise is there; the numbers 
warrant that. 

We’re looking at non-bedded issues as well, because 
forensic services aren’t only related to beds. Through 
community treatment teams—as I mentioned earlier, 
we’ ve established a forensic specialty—we’ ve supported 
the forensic court here in Toronto, which has been very 
important in terms of moving things along, and we have 
established a number of forensic court workers across the 
province as well. So there is that bed component that 
we’re looking at, and announcing beds, plus the com- 
munity side. 

Mr King: Mr Peters, we also identified a number of 
other questions that you had in your remarks. Gail has a 
comment she’d like to make. 

Ms Czukar: You mentioned that you didn’t want to 
see patients being put out in the community perhaps 
because of a lack of beds or not enough beds in the sys- 
tem. I just wanted to make it clear that that’s not really 
the prerogative of the ministry. Decisions about whether 
people are to be kept in custody in a hospital or given 
custodial discharges lie with the Ontario Review Board. 
That’s the body that makes decisions about what kinds of 
conditions to put on people if they are going to go to the 
community. Currently, of course, the hospitals that are 
designated under the Criminal Code—because this is a 
Criminal Code matter—are the psychiatric hospitals that 
Dennis has been talking about, the Centre for Addiction 
and Mental Health and the Royal Ottawa hospital. Under 
the Criminal Code, patients can only be attached to those 
hospitals, as it were, by the Ontario Review Board, and 
those decisions are made by a panel of five experts. 

I just wanted to address that point, that it’s not up to 
the hospital to say, “We’re out of beds today so this one 
iS going to be out in the community.” 

The Chair: We have four minutes left for each caucus 
at this stage. 

Ms Mushinski: | still have a couple of questions and 
I’d like to follow up on that just a little, if I may. I think 
this whole area of mental health, mental illness, protec- 
tion of individuals is very complex and certainly leads to 
a lot of confusion in the general public’s mind about the 
rights of individuals over the rights of the community. 
Can you tell me what role the ministry has in terms of 
public education to make sure that government policy is 
disseminated into the community while at the same time 
protecting the rights of individuals? 
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Ms Czukar: In 1998 the minister announced the 
mental health reform implementation as well as a mental 
health law education project and review of legislation. 
The mental health law education project has been on- 
going since that time. It’s headed by Michael Bay, who is 
the chair of the Consent and Capacity Board for the 
province. He knows this area of the law intimately, and 
he has done many, many sessions around the province for 
mental health service providers, police officers, emer- 
gency workers and the general public. Families and con- 
sumers have attended these sessions. I’m told that they’ re 


extremely well attended and very well liked. He’s done a 
number of those and has provided information on 
people’s rights but also on the powers of hospitals and 
police officers and physicians to ensure that people who 
are not able to look after themselves because of a mental 
disorder or who may be a danger to themselves or others 
are appropriately brought to hospital for assessment and 
commitment. 


He has recently been focusing on issues with respect 
to cold emergencies or emergency treatment of various 
sorts. He distributed a poster on mental health emergen- 
cies to all the emergency rooms in the province shortly 
before Christmas to ensure that people who work in 
hospital emergency rooms know when they have the 
authority to hold people for assessment and for commit- 
ment. 


Those are some of the steps the ministry has been 
taking to inform people. 

Cold emergencies: I guess various municipalities have 
their own systems in place, but certainly here in Toronto 
the municipal officials have their criteria when they 
decide that a cold emergency is to be declared, when the 
temperature’s going to drop to a certain point, and then 
certain special measures can be taken. These powers, 
however, in the Mental Health Act are not related to cold 
emergencies; those powers are always there. It’s simply a 
question of a more objective standard about when some- 
one might be showing a lack of capacity to care for them- 
selves due to a mental disorder if they’re choosing to 
sleep on the street at minus 40 degrees or something. 


Ms Mushinski: My other question has to do with ac- 
countability. As we’re moving services from institution- 
alized care to more community-based care, how do we 
monitor accountability of the service providers or the 
community deliverers of mental health service? 


Mr King: In general, I think “accountability” is the 
strongest word that we would like to use in the ministry 
right now—accountability for all the dollars that are 
moving out into the province. We have established a 
number of accountability frameworks for reporting from 
the field—indicators, outcomes and how the money is 
being spent. I'll have Dennis directly respond to your 
question on what we’re doing as far as the move from 
institutional to community-based is concerned, but I did 
want to leave with the committee that accountability is 
one of the biggest areas where we’re moving in the min- 
istry, to ensure that all areas where we’re delivering 
health care are where we would like to ensure that those 
dollars are being spent in the right place at the right time, 
and also that the outcomes are effective. 

Mr Helm: Many of our recent investment initiatives 
have been very focused on a certain model—for example, 
community treatment teams, intensive case manage- 
ment—building upon our existing accountability frame- 
works, which include the annual operating plan process 
where they identify what they have done the year before 
and what they plan to do in the coming year. As John 
said in his opening remarks, we’re co-ordinating that 
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with the submissions out to the public hospitals and 
specialty hospitals so that everything comes together. 

In addition to that normal reporting, there is a re- 
quirement up front that they report specifically, at least 
for the initial period of time, on the achievements made 
specific to the investment that they have just received, 
whether it’s a community treatment team or some other 
function. We’re very clear: With these investments and 
best practices, we develop standards within the ministry 
and share them with all the service providers so that 
when we enter into a contractual arrangement, they know 
exactly what is expected of them. They monitor and 
report specifically on the community investment fund 
initiative or community treatment team initiative to us as 
part of our ongoing activity in terms of operating plans 
and reviews. 

In addition to that, we have been, as we mentioned, 
identifying some very specific legal agreements. Again, 
through the community treatment teams there’s a legal 
agreement that we will have with the provider in terms of 
what is required from the psychiatrist who will be on 
staff on the treatment team: the roles, responsibilities, 
and the reporting back. We want them to be very focused 
on their 100 clients, we want a very strong link between 
that model and the restructuring in our inpatient psychiat- 
ric hospitals, so we want to make sure there is a clear link 
between those two, meaning hopefully some clients from 
our psych hospitals who are able to be discharged go into 
a treatment team and are linked with housing in that way. 
So we spell all this out in terms of expectations and it’s a 
formal agreement and part of the operating plan process 
that we have put in place. 

Mr King: I might also add, if I could, with the ac- 
countability of moving from the provincial psych hospi- 
tals to the divestments, that we will also have an 
accountability framework in place to ensure that move- 
ment is consistent with provincial standards. So there will 
be service agreements at the new sites that will house 
these beds, as well as the tier 3 when they actually move 
out to other sites throughout the province, to ensure that 
we maintain the same standards that are presently there in 
the provincial system. 

The Chair: That’s the time period. To the opposition, 
10 minutes. 

Mrs Claudette Boyer (Ottawa-Vanier): I’m mostly 
interested in the homes for special care. You mentioned 
that in your phases 2 and 3 you would support the differ- 
ent outgoing programs. I do have in my riding a hostel 
program, which is in a house of special care. You’ ve 
mentioned—I think we were talking about care grants— 
that first it was $27. 

Mr King: Yes. It was increased. 

Mrs Boyer: So when was it $27 a day, as a per diem? 

Mr Helm: It was increased in September 1998. 

Mrs Boyer: It was increased to $34? 

Mr King: Correct. 

Mrs Boyer: Now, all your outgoing consultation and 
everything would be a different program. Is there a pos- 
sibility to increase this allotment? 


Mr Helm: It’s difficult to know what the outcome 
will be, but clearly through the consultation process of 
the housing strategy, I would think, and Gail could com- 
ment on this, that items would be put forward for discus- 
sion in terms of structure, relationship, and I would 
assume per diem rates will be raised in that forum. 

Ms Czukar: I can’t say whether they will be raised or 
not. We have to get advice on that. But as I said, the idea 
is to make the different programs consistent and to ensure 
that service providers are getting consistent funding for 
meeting the same kinds of needs. That’s what has to be 
evaluated in the final analysis in deciding what the right 
level of funding is for all of the programs. 

Mr King: Our understanding is that the increase in the 
per diem has assisted greatly. We have not had a great 
deal of feedback, a great number of individuals coming 
back and saying that’s inadequate at this time. 

Mrs Boyer: Why I’m asking this question is because I 
know that for this resident I’m talking about, absolutely 
it’s not enough. They’ve met with the Ministry of 
Community and Social Services to see what the regional 
municipality could do about it, and I was just wondering 
if you had heard about it. Why I’m very concerned about 
this is that I was told that if they don’t get more per diem, 
these people—and there are about 175 in this house— 
will be put on the street because the money is not there to 
take care of it and they will become homeless. 
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Mr King: I think what’s happening here is we’re 
probably talking about— 

Mrs Boyer: The hostel program. 

Mr King: —the hostel program, which is under the 
Ministry of Community and Social Services. It’s in 
municipalities, so it’s really outside of our jurisdiction on 
this. I’m not sure I really want to comment on those 
areas. 

Ms Czukar: It’s still the same issue, because the 
effort of the domicile housing strategy is to make the 
hostel program, supportive housing and homes for 
special care consistent and to make the funding con- 
sistent for meeting the same levels of standard. 

Mrs Boyer: So they would still get the $34 and they 
should have another financial implement by another 
ministry? Is that what you’re trying to say? 

Ms Czukar: No, it’l] be made consistent across all of 
the ministries. So if there’s going to be an increase and 
the people in that kind of housing have the same kinds of 
needs and the same needs for programming and so on as 
people in homes for special care and those rates are 
raised, then the others should be raised too. That’s the 
effort of the housing strategy. 

Mrs Boyer: When I asked different ministries I was 
told they couldn’t do it for just one; they had to do it to 
the province. I was answered back that it was about a 
$25-million increase. I think it’s a mental health issue, 
because most of those 175 people are mental health 
patients and there should be an interchange between 
different ministries. It’s going to be another problem at 
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the end of April if we put these people on the street. 
They’re going to be another burden to another program. 

Ms Czukar: As I said, we are working closely with 
MCSS and the Ministry of Municipal Affairs and 
Housing to ensure that doesn’t happen. I don’t think 
anybody is going to be put on the street. 

Mrs Boyer: So that could be an initiative that could 
be taken towards the commitment that you have to 
provide supportive housing. 

Ms Czukar: Yes. 

Mr King: We’|I take those comments back. 

Mrs Boyer: Thank you. That’s what I wanted. 

Mrs McLeod: There are lots of questions. Maybe in 
the few minutes left I'll ask you about another targeted 
population that we’ve had concerns about, and that’s the 
number of people who are incarcerated in Ontario who 
actually should have been admitted to a_ psychiatric 
hospital but there was no bed, or perhaps part of your 
answer will be “or could have been supported in a com- 
munity setting with treatment if the community supports 
had been there.” 

I don’t know if you have numbers on the number of 
people who have been incarcerated, who have been 
recognized as having mental illness and needing some 
form of treatment. 

Mr Helm: I don’t have any statistics with me, but I 
can say that we have been doing a number of things to try 
and minimize the backlog there. For example, we’re 
working very closely with our psychiatric hospitals so 
that when someone in the jail system is identified for an 
assessment, depending on the severity of the case, we’re 
trying very hard to do the assessments, if appropriate, in 
the jail setting. It’s faster, it can be done quickly, at least 
an initial determination. That’s something we’re trying to 
do, so it doesn’t necessarily have to be a transfer to a bed 
that might or might not be available. 

We’ ve put in a number of forensic court case workers 
across the province to be there even before an issue goes 
to court, to try and have it diverted. We’ve been very 
successful in a number of cases to get people diverted for 
very minor cases out to the community as long as they’re 
linked with supports and services. 

Those two things have been helping a lot. There are 
some cases where a client might be in jail who really 
does need a bed setting, and we try very hard to transfer 
the person into the closest psychiatric hospital. If we 
have to go farther afield, we do that. 

The bed strategy that I mentioned isn’t fully opera- 
tional yet, but we have announced a number of beds. 
Hopefully once those are in place they will address some 
of the pressures. As we continue with community pro- 
grams such as treatment teams with a forensic com- 
ponent, for example, and continue to enhance court 
diversion workers, once these beds are in place we will 
hopefully address some of it. 

Mrs McLeod: Do you mean the supportive housing 
beds you were speaking about earlier? I’m just not sure 
which beds you were referring to. 


Mr Helm: Sorry. If they have to go into a psychiatric 
hospital bed— 

Mrs McLeod: Are you talking about going into a 
forensic bed? 

Mr Helm: Yes. Is that what you were talking— 

Mrs McLeod: Actually, I think it’s not. 

Mr Helm: OK. Sorry. 

Mrs McLeod: I really think the forensic issue is quite 
different from the issue that I’m raising, which is people 
with mental illness who haven’t been able to access 
treatment or who may be in a crisis stage and actually do 
need hospitalization at that moment in time, but there is 
no psychiatric bed to take them, and so the police have 
no alternative but to take them to jail. You know that I 
come from northwestern Ontario. That has been a huge 
concern in our region, and it has been a concern for 
police officers, who say, “We have no place to take them 
except to jail because they are a danger to themselves or 
to others.” 

We’re also in a community where we’re about to have 
a 50% reduction in the numbers of beds that are currently 
available as psychiatric beds in a different setting, and I 
think it’s going to be a real dilemma for the police 
officers to know: “Where do we take people now? Do we 
take them to one of 17 beds in the acute care hospital that 
are designated for psychiatric?” If it’s a supportive 
housing situation, which is the alternative, I suspect those 
beds will all be full. So we still have a crisis component: 
Are we going to have enough beds for crisis situations to 
deal with a population which is now being incarcerated 
totally inappropriately? 

Mr Helm: According to our current plan—and to be 
honest, we don’t know 100% whether it will be suffi- 
cient; that’s why we want to do a review—we have on 
the books to create 144 new forensic secure beds across 
the province, and we’ve started that implementation in 
terms of announcing certain cities to get the construction 
going. That should help. 

Mrs McLeod: I think the forensic is a separate issue, 
because they are people who are dealing with the court 
system. I’m talking about mentally ill patients who have 
no contact with the court system, who don’t belong in 
front of the courts, who belong in a mental illness treat- 
ment program. 

Mr Helm: Schedule 1 beds in public hospitals are also 
part of the reform strategy. We are enhancing schedule 1 
or acute beds across the province, in addition to what I 
mentioned, the 144 forensic beds. 

Mrs McLeod: That’s in lieu of beds that are now in 
psychiatric facilities. 

Mr Helm: It’s in addition to the beds in psychiatric 
facilities. In psychiatric facilities, in psychiatric hospitals, 
the beds that we’ve identified for possible closure down 
the road are very specialized beds that we feel we might 
not require once the community supports are in place. So 
we’re putting in forensic secure beds in those settings, 
but at the same time we are putting in acute beds, like 
schedule 1 mental health beds and children’s beds, in the 
general hospital sector. 
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Mrs McLeod: But there is, certainly in my region, a 
very significant reduction in the net number of acute 
psychiatric beds. 

Mr Helm: At Thunder Bay Regional? 

Mrs McLeod: Yes. 

The Chair: Could I just ask some clarification on that. 
In the health care restructuring commission report that 
came out just about a year ago at this time, it’s my under- 
standing that the number of psychiatric beds in the prov- 
ince were actually going to be reduced from something 
like—I don’t know— 

Mrs McLeod: It was 50%. 

The Chair: —2,900 to something like 1,760 beds by 
the year 2003. Is that not a reduction, then? I’m reading 
right from the ministry’s own health restructuring com- 
mission report. It says that the 2,900 mental health beds 
there were in 1995-96 are going to be reduced to 1,767 
by the year 2003. Is that the issue you’re raising, Mrs 
McLeod? 

Mrs McLeod: Very much so. The bottom line is, we 
have people in jails now who presumably need to be in a 
crisis bed, and those crisis beds currently—there are 
some schedule 1 beds, obviously, but the majority of 
them are in psychiatric hospitals. The system currently 
isn’t offering enough flexibility to prevent those people 
from being incarcerated. My concern is, with a 50% 
reduction in the overall number of beds—if we don’t 
have flexibility now, how are we going to deal with those 
people in crisis in the future? Are we going to have more 
people in jail? 

Mr Helm: I think that through the bed strategy for the 
entire system—when the commission talks about beds 
that should close, within our ministry we look at bed 
closures only at the point when it makes sense, where we 
have the community supports in place. The plan is to go 
in a certain direction. The actual implementation could 
have flexibility as we get there. If we feel community 
supports are in place and some bed restructuring is war- 
ranted, we would pursue that on a case-by-case basis. 

To come back to some bed numbers—I know you 
were talking specifically about forensic, but there are 
other ones. 

Mrs McLeod: No, I’m actually talking about acute 
crisis beds. 

Mr Helm: Children’s beds, for example— 

Mrs McLeod: No, I’m talking about acute adult psy- 
chiatry. 

Mr Helm: Acute forensic only. OK. 

The Chair: Not forensic; just acute beds. 

Ms Czukar: | think there’s some confusion here. The 
reason that Dennis keeps coming back to forensic is that 
the police can’t pick people up and take them to jail 
without charging them with something. When they 
charge them with something, in our system they’re a 
forensic client. At that point, there are the diversion 
options and there are other options in the system. When 
they’re being held in jail because there’s no other bed, we 
identify that person as a potential forensic patient. 





Mrs McLeod: I understand. Look, I know we need 
forensic beds for people who need a forensic, secure 
setting, but these are people who are being charged and 
become labelled as forensic patients because they 
couldn’t access a system that was not in jail. 

Mr Helm: In terms of acute beds, period, we have 195 
acute beds that are planned to be put into the system 
across the province. 

Mrs McLeod: So, 195 versus the closure numbers of 
acute beds; a net increase of 195 acute beds? 

Mr Helm: It’s 195 new acute beds. The closures tend 
to take place on the side of specialty and tertiary beds. 
According to the commission, we’re over-bedded on the 
PPH side, to be honest, on the specialty side. So we’re 
downsizing on the specialty side after we have com- 
munity supports in place. The acute side is under-bedded 
now, so we have to raise the number of acute beds and 
forensic beds. 

Mrs McLeod: It is possible, Mr Chair, to get some 
data tabled with the committee? 

The Chair: We’ll get back to that this afternoon. It’s 
12 o’clock now. We’ll recess, and we’ll resume again at 
1:30. 

The committee recessed from 1202 to 1334. 

The Chair: I'll call the hearings back into session, 
and I believe we’re over on the government side now. 
Any questions at all by anyone? 

Ms Mushinski: I'd like to continue my line of ques- 
tioning with respect to outcome evaluation. I think one of 
the auditor’s outstanding concerns was that there needs to 
somehow be a comparative evaluation done of the cost of 
home-based or community-based care versus the cost of 
institutionalized care for the mentally ill. I’m assuming 
that some of these cost evaluations have been conducted 
with respect to moving from institutionalized care to 
community-based care. Could you comment on that? 

Mr Helm: When we do our financial planning for 
mental health reform, we do some costing forecasts on, 
for example, the cost of bed services. As you know, part 
of the plan for restructuring is to close beds down the 
road and reinvest that money into community support. So 
we do have costing on that side. 

Ms Mushinski: Yes. Could you repeat that? I think 
it’s important that we understand that. 

Mr Helm: When we start with our mental health re- 
form agenda, which includes community investments 
plus inpatient downsizing, we do costing exercises of 
putting a cost per bed, for example, in a psychiatric hos- 
pital so that when the time comes when we feel com- 
munity supports are in place that then warrant a review of 
possibly closing some inpatient services, we have a cost 
value on those beds. So when those beds are closed, we 
have an actual dollar value, pot of money, available to us 
to then reallocate to various areas of the province, based 
on our planning. 

When we evaluate and reallocate money elsewhere in 
the province, as I mentioned earlier, it’s really focused in 
on best practices and to address the needs of that com- 
munity. 
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A while back, when we started reinvesting into the 
various areas and into best practices, we set up an 
evaluation process to evaluate reform overall, including 
our bed ratios, our shifts and the effectiveness of best 
practices. As John mentioned in his opening remarks, we 
have an evaluation exercise that’s just starting with the 
Mental Health Foundation, the Centre for Addiction and 
Mental Health and the Canadian Mental Health 
Association—Ontario. They will be doing an evaluation 
process to report back to us primarily, from our point of 
view, on the quality-of-life indicators that come out of 
this. Clearly, our reform agenda is to improve services, 
have them closer to their home community etc, and the 
best practice model. So we want some feedback: Have 
we been successful in that regard of quality of service, 
changing the circumstances in their lives, and also how 
effective has it been from an economic point of view, but 
perhaps more importantly, from a social service quality 
point of view? 

Ms Mushinski: So the in-patient downsizing exer- 
cises aren’t as a result of being wedded to any particular 
economic exercise but are more from the perspective that 
our government believes that community-based care 
provides better quality of service as well as quantity of 
service for the patient. 

Mr Helm: That’s correct, yes. As we go through the 
reform exercise, it is not a cost saving exercise. We have 
been clear that any savings in terms of bed closures, for 
example, come back to us corporately in the ministry to 
reallocate all of that funding out to the community. 
Equally, on the psychiatric hospital divestment process, it 
is not a cost saving activity at all; it’s a commitment to 
transfer the resources, and in some cases additional re- 
sources, to ensure that the mix of services is maintained 
and improved. We’re not faced with a cost constraint 
exercise here at all. 

Mr King: This is consistent with the strategy also in 
the hospital system, that we’re moving from a depend- 
ency on the in-patient side to the community. I just 
wanted to follow up on the question earlier because I felt 
like we’d left that bed situation up in the air. 

Mrs McLeod: I don’t mind; if we don’t have time for 
that, we can do that later. 

Mr King: That’s fine; I’1] do that later. 

Mrs McLeod: I’d be happy to have it now, but we 
will come back to it. 

The Chair: We’l] wait until we finish this. 

Ms Mushinski: You don’t mind him cutting into my 
time, then? 

Mrs McLeod: No, I offered it back. I thought that was 
really a non-partisan thing to do. 

Ms Mushinski: You can have it. 

I think Bart had a question. 

The Chair: You have about 15 minutes. 
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Mr Bart Maves (Niagara Falls): I just wanted to say 
that the report we’re here about today is actually the 
follow-up report. The auditor came back after the 1997 
report to do a follow-up report in 1999. We often get 


ministries in here, and the members of the committee 
give them a good grilling on things occurring in their 
ministries and pick on some of the things the auditor has 
pointed out. I do want to remark, though, at the outset of 
my comments that the opening line of the auditor’s 1999 
report is, “Recommendations relating to the following 
areas of our 1997 report have been substantially imple- 
mented ....” There are several areas. I’m not going to read 
them; anyone can do that on their own. They include, 
though, the definition of acceptable levels of care, homes 
for special care respite grants, and a variety of other 
things. I want to congratulate the ministry for imple- 
menting those recommendations over the past two years, 
since the auditor did his initial report. 

One thing in this 1999 report concerns me. The 
Provincial Auditor talked about four areas: mental health 
reform, performance monitoring, management informa- 
tion systems and homes for special care quality of care. 
There are five or six things that he points out: progress in 
meeting mental health reform targets, comparing the 
costs and outcomes of community-based care with those 
for institutional care, outcome measures and monitoring 
programs against them, and a few other things. 

In the ministry’s response, they all are dependent upon 
the completion of the mental health minimum data set. I 
note that the ministry’s response to the auditor is that this 
has been deferred because of the year 2000 and the effort 
there. In your remarks, Mr King, you referred to the 
mental health minimum data set, but there doesn’t appear 
to be any timeline as to the completion of that. In order to 
fulfill some of these remaining recommendations, which 
are actually stemming from the 1997 report, that data set 
has to be completed. So I’m a little bit concerned that we 
may still be looking at a few more years down the road 
and it could end up four or five years after the auditor’s 
initial 1997 report before you are able to implement some 
of these things. Can you give me any comfort on the 
completion of the data set and the timelines? 

Mr King: I’m not sure I can give you any comfort; I 
will certainly respond to the issue that we have right now 
in the ministry. The year 2000 project took a lot of time 
and energy from all of us in the system and we did have 
to put a number of projects on hold. We had to prioritize 
to ensure patient safety in the system, and that’s why the 
Y2K had the attention it did. 

We have prioritized a number of projects right now at 
the ministry. As you may or may not understand, we also 
are doing the same with the CCHCs in the system. We 
have information systems that we’re trying to deal with 
in the community health centres. The hospitals are still 
looking at a new funding formula. So there are a number 
of priorities in the system. 

We have identified that this is a priority for us in the 
mental health system and we will continue to put that 
priority forward, but it has to be taken into consideration 
in context with all the priorities in the system. But I’d 
like to assure you that we believe it is very important to 
have this information from the field so that we can do 
comparisons as well as benchmarking and to ensure the 
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accountability. Those will be our priorities for all of the 
areas. We hope that will be addressed in the next two 
years. 

Mr Helm: If I could add, there are a number of other 
accountability mechanisms that we are following through 
on. Hopefully the minimum data set will be approved and 
we can go forward, but in the interim we are proceeding 
in a number of other significant areas. 


In the mental health area, we have refined the annual 
operating plan process, which is fairly standard in many 
program areas, meaning simplified it, and, as I mentioned 
earlier, we built in a very specific accountability compo- 
nent for new initiatives. If new money is given for a 
community treatment team, they report specifically on 
that in terms of the clients, the issues. So we are collect- 
ing some of the information that has been identified by 
the auditor and through the minimum data set. 


Also, on the hospital side, to ensure that we get the 
appropriate data once our psychiatric hospital services 
are divested to public hospitals, we have gone through an 
exercise of altering the chart of accounts, which is the 
standard reporting requirement for our hospitals. So 
when a public hospital does assume responsibility for our 
psychiatric hospital services, they are able to report in 
enough detail on the mental health side so that we have 
the baseline data about the clients, their medical diagno- 
sis, their requirements for discharge. One other thing we 
have is the psychosocial rehabilitation tool that is used in 
the community that we have supported, and that’s 
another mechanism for client data, assessment data. 
Together that helps meets some of our information needs, 
but hopefully the minimum data set would bring a lot of 
that together. 

Mr Maves: By definition, then, is it going to take a 
certain number of years of experience in compilation of 
data before you’re going to be able to derive any conclu- 
sions from that data? 

Mr Helm: I think it would take probably one full year 
to get things up and running. If through the ministry we 
can confirm the minimum data set is a go that we’ve 
always been planning on, then we have to go into a full 
piloting. We had a limited pilot to see if the tool works. 
We have to apply it more across the board, look at the 
technology survey that we’ve completed, and see what 
upgrades are required in our programs for them to deliver 
that data. I think that would take about a year, which 
would take us to the end of the next fiscal year, and then 
hopefully full reporting could start at that point. In the 
interim, we would rely on the other data mechanisms that 
I’ve outlined. That’s all tentative time frames, but my 
best guess. 

Mr Maves: Similarly, the auditor’s fourth recommen- 
dation under homes for special care was that you should 
“mandate compliance with the minimum standards of 
care as a condition of licence renewal.” I have two 
questions in this regard. The first is, does the ministry 
agree with that principle? 

Mr King: Absolutely. 


Mr Maves: Secondly, this also is dependent upon the 
ministry developing a comprehensive housing policy that 
will set out standards and monitoring mechanisms for all 
supportive housing. This is separate, apart and distinct 
from the mental health data set. So where are we on the 
development of that comprehensive housing policy? 

Ms Czukar: As I was mentioning this morning, that 
comprehensive housing policy is in the approval process 
and it should be, we hope, approved shortly and be avail- 
able for the next stage of implementation. As I mentioned 
also, the notion of standards of care has to be applied not 
just to homes for special care, but to the other forms of 
housing that are going to be covered by the policy, ie, 
supportive housing and domiciliary hostels. These pro- 
grams now have different funding mechanisms. They are 
not licensed programs like HSC. HSC has legislation; 
dom hostels operate in quite a different way. The need 
for consistency is there. That’s what the policy and strat- 
egy are aimed at. There will be consultation on imple- 
menting that policy so that there is a link between the 
standards of care, the levels of funding and the licensing. 
1350 

Mr Maves: Do you think we’ll able to have that up 
and running for the 2001 fiscal year? 

Ms Czukar: That’s certainly the hope. 

Mr Maves: OK. 

The Chair: That’s 20 minutes right there. 

Mrs McLeod: I know my colleagues have questions 
for this session, but just let Mr King respond, if he wishes 
to, on the bed issue. 

Mr King: Yes. I wanted to get back to this because I 
felt we left it somewhat confusing at the end. I think we 
were talking about different levels of care. The commis- 
sion has basically directed us on the divestment of the 
PPH hospitals, and that will involve PPH closures. The 
numbers are clearly documented. I can get the numbers 
for you. 

At the same time, the commission has also directed, 
based on certain bed numbers and formulas throughout 
the province, the opening of additional beds. Until the 
year 2003, we will consistently open beds in the whole 
area of children’s mental health and acute mental health 
beds, which are the majority. We will also have some 
tertiary and certainly forensic beds. It’s really a timing 
issue. In the next four to five years we’re going to have 
more beds than are required in the system, and then as 
the community supports are built, we will begin to 
downsize on the specialty side. 

As far as the acute numbers are concerned—and you 
were actually giving us some numbers of going from 
2,900 to 1,700—there is a decrease in the number of 
specialized beds, but at the same time we’re also in- 
creasing on the other side. There are certain communities 
right now that have more beds than they will in the fu- 
ture. 

You had also asked about Thunder Bay. There will be 
a decrease in beds in Thunder Bay, but these beds are 
also moving out to other communities, like London-St 
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Thomas, Windsor and other areas in southwestern 
Ontario. 

So it’s really somewhat of a timing issue. If you want 
specific numbers, we could always come back to that at 
some point. But I did want to clarify that because I felt 
we left that very confusing. I try to explain things in the 
simplest terms. If I didn’t explain that well, then we’ll 
have somebody else try. 

Mrs McLeod: I think probably one of the difficulties 
is the HSRC does not actually refer to acute beds, and 
maybe that’s because acute beds are considered to be 
schedule 1s in acute care hospitals, and the HSRC 
recommendations don’t distinguish when they look at the 
beds in the psychiatric hospitals. They just have a 
lump— 

Mr King: Number. 

Mrs McLeod: They call them all chronic beds, except 
for the forensic, which are separate. If I take the Thunder 
Bay example, we have already 24 schedule 1 beds in an 
acute care hospital. Those are to go to 30. 

Mr King: Correct. 

Mrs McLeod: They were supposed to go down to 17 
and, revised, they’re going to 30. So that, I understand, is 
an acute care bed. But at the same time, we have 118 
beds in the psychiatric hospitals that will go down to 51. 
This is not counting any forensic beds. So 61 beds net is 
the loss. I don’t know, because the HSRC report doesn’t 
distinguish it, what portion of those are psychogeriatrics, 
and where my concern should be with psychogeriatric 
beds and where my concern would be with what I called 
acute, but I probably need a different term. It’s people in 
crisis. 

Mr King: Right. 

Mrs McLeod: As I said, police nght now have an 
alternative potentially to take them to a schedule 1 bed, 
although that would be highly unusual. Most often they 
would take them to a psych hospital and there would be a 
crisis admission. It’s those beds that I was trying to get 
at. Certainly there’s a significant loss of beds from the 
psych hospitals, which is the figure my colleague was 
using. 

Mr King: The other part that I think we’re missing in 
that equation is the community supports, though, because 
that’s what we’re trying to build up in the system as we 
downsize those beds, and also have the ACT teams in 
place. 

Mrs McLeod: I appreciate that. I also, by the way, 
appreciate the fact that there has been a hold put on the 
closure beds until community supports are in place. I 
acknowledge that and I’m appreciative. I guess what I’m 
looking at in terms of the planning is to make sure that 
we retain a flexibility so that we can respond to people in 
crisis. I think there is a real concern about whether or not 
the number of beds remaining in the system is going to 
be adequate to provide that flexibility. 

Mr King: Again, I feel that we are dealing with a 
direction that has been given, and we will continually 
monitor this also. We continually monitor all the 
resources in the system. 


Mrs McLeod: Rather than pick up on the reference, 
I’m going to turn it over to my colleague, who has a 
number of questions. 


Mr Richard Patten (Ottawa Centre): Thanks for 
being with us today. I have two categories of questioning. 
One is related to some services in my own area, which I 
probably know better than the general field. I’m relating 
it, though, to the area of mental health reform. 


You may be familiar with the Royal Ottawa Hospital, 
which is an ancient facility, 85 years of age. It was ori- 
ginally designed for patients who had tuberculosis and 
therefore it was a good place for people to walk around. 
The place was designed very well. It’s now an old facility 
with patients who stay there sometimes three to a room, 
divided by curtains. It’s completely inappropriate for 
long-term stays. With the decommissioning of 
Brockville, I know not all of the beds—there are about 
300 beds, something in that neighbourhood—but roughly 
180 will be redistributed and some of those will be going 
to Ottawa because a lot of the patients who are in the 
long-term arrangement are from Ottawa. 


They have a dilemma. I know it’s not easy for you 
folks, because you’ve got the auditor and you have the 
restructuring commission and you have your own gov- 
ernment and your own ministry and everybody looking at 
what you’re doing, but the hospital is faced with dealing 
with the recommendations of the restructuring, or at least 
the ministry is. They like very much your document 
Making It Happen. They think that is extremely well 
done, and they have put together a vision of what they 
believe fits within that framework. But they can’t 
respond to both. I hope there’s no one here from the 
restructuring commission. They like this approach 
because they think the other one is quite limited and is a 
patchwork, sort of “We’ll catch up and just make a little 
bit of an addition to this place.” How do you deal with a 
situation like that? 


Mr King: If that’s a general question, we have been 
working with all of the communities that have commis- 
sion directions and we are proceeding on the commission 
directions because they were, by law, the way we were 
moving. If there were some concerns with certain com- 
munities on what the directions did say, they were asked 
to refer that back to the commission. 


John Oliver, my colleague, is the assistant deputy 
minister for restructuring. John and I would meet on a 
regular basis with the commission to see if we could 
assist those organizations. They then would go back to 
the minister with advice if there were to be changes. So 
we did have a process in place to try and work on that. 
Failing that, we would follow the commission directions, 
and that is really the way we’re moving now. 


I mentioned earlier that I do have someone here from 
the hospital restructuring implementation team. If you 
would like to direct a question specifically about the 
Royal Ottawa Hospital, we can maybe address that as far 
as the divestment from Brockville is concerned. 
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Mr Patten: No, I won’t take the time of the com- 
mittee to do that, but I would like to chat, if I might, with 
one of your officials later or whatever, if that’s OK. 

Mr King: That’s fine. 

Mr Patten: I’m just saying that the document—and I 
had a chance to read it. By the way, that’s not for general 
distribution, is it, Making It Happen? 

Mr King: Yes, it is. 

Mr Patten: I think we could only get it through the 
library. 

Mr King: It is available. 

Ms Czukar: We have many. 

Mr Patten: You have extra copies? OK. 

Mr King: We should have brought some copies to- 
day. I’m sorry about that. 

Mr Patten: That’s both the operational framework 
and the implementation document? 

Mr King: Yes, that’s correct. We can make sure you 
receive copies of that. 

Mr Patten: The document on best practices I thought 
was quite helpful as well. 

However, having said that, the restructuring commis- 
sion says the fact that—and this is from its most recent 
report, I gather, which was in February. So that’s a year 
ago. I wonder if this is still true. They’re saying, “Little 
has happened over the last two and a half years to move 
the PPH changes forward”—provincial psych hospitals— 
“has not only stalled the progress of mental health reform 
in all regions of the province, but it has contributed 
greatly to the increased scepticism about mental health 
reform in general.” 

They go on to say, “In particular, there’s a lack of con- 
fidence among providers, individuals with mental illness 
disorders and their families that a ministry-led process 
will be able to respond expeditiously to local circum- 
stances.” 

Is that an outdated judgment, do you think? What has 
happened in the interim, because that’s a year ago that 
that was made? 
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Mr King: I’m not sure I really want to comment on 
the commission. They basically have made their com- 
ments based on their observation. We are working as best 
we can with those communities that are affected. I think 
if we see that there are major issues and it’s not in the 
right direction, then we will try and improve that situa- 
tion. 

Mr Patten: They’re talking about setting up these 
regional, local structures. 

Mr King. We are proceeding with the task force 
groups. The mental health task force groups would then 
look at how they can best effect the community supports. 
It’s local decision-making, having local consumers on the 
committee. 

We’ ve just had our experience with the first commit- 
tee in the north. It’s been a very good experience. They 
have just made their recommendations to the ministry, 
which we are reviewing at this time. I think we’re seeing 
that there is definitely local community involvement in 


determining what’s best for those communities that are 
going to receive community supports with the divestment 
process. 

Mr Helm: In the interim, in terms of community in- 
vestment and planning, where there isn’t a task force yet 
in place, the ministry is very keen on making sure the 
process of divestment, of reinvestment, is up and run- 
ning. So ministry staff are taking the lead with the com- 
munity players in looking at the system design that 
should be put in place post-divestment of the psychiatric 
hospitals. We’re leading the divestment of the psychiatric 
hospital process, and we are also leading the community 
consultations and planning for the allocation of the new 
investments. 

We’re proceeding, making sure all that is moving 
along, and when the task force is up and running, the 
ministry staff hand off to the task force the work that 
they’ve been doing, because we don’t want things to be 
on hold until a task force is place. So we are doing our 
normal work and then we will pass it on to the task force 
and support the task force to make sure the momentum 
isn’t lost. 

Mr Patten: One question that was asked this morning 
by Ms Mushinski was the integration or integrity issue. I 
look at this in terms of there being a whole variety of 
things that cross over between ministries, and I’ll tell 
you, it drives people crazy, no pun intended, literally. 
They get played off against each other: “We don’t have 
money; go over and see them.” The same institution— 
different ministries literally have different standards for 
physical design standards. It drives these organizations 
nuts. 

I think, for example, in the area of mental health, of 
the children’s mental health centres, and I visited a num- 
ber of them recently. I guess their funding comes from 
Comsoc. How do you work together? Why isn’t that all 
under one rubric called mental health, regardless of age, 
that you’ ve got a responsibility to work through? 

Mr King: First of all, I believe our relationship with 
the Ministry of Community and Social Services is very 
good. I think we’re actually improving on our co- 
ordination. 

I spoke earlier about the regional offices. The regional 
offices, where possible, when we move them out to their 
communities, will be housed with the community and 
social services teams. So that way we are building on that 
integration of ministries. We have some joint cities now 
that are dealing with this. 

One area, if I can mention it, that drives a lot of people 
crazy is the reporting and having different reporting back 
for different ministries that fund the same organization. 
In that way, we are also working very closely with com- 
munity and social services to streamline that process. We 
have a joint cluster group dealing with information 
systems so we’re asking for the same information. 

I really believe, sir, that we are improving that rela- 
tionship, and I think we’re always moving forward as 
best we can to help streamline the process. 
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We also have a joint position now for integrated 
children’s services which is between Comsoc and the 
Ministry of Health and Long-Term Care. This will 
address a lot of children’s issues, a two-ministry team. 

Mr Patten: We all have a lot of questions, but I'll 
confine myself to one more. The children’s mental health 
centres’ waiting list has expanded, as you know. With the 
schools now having less funding for special education, 
children who have some mental health issues to work 
through in many cases are on a waiting list just for 
assessment. So people are being forced to go privately. 
That obviously puts pressure on children’s hospitals etc, 
so it works its way back into the system. There’s a very 
critical situation that is occurring here that requires some 
expeditiousness. 

I’m going to ask you, in light of those particular pres- 
sures and your planning frameworks, do you have the 
resources to move ahead or to turn up the gas on your 
timetables in terms of the target dates that you had be- 
fore? Even the restructuring commission is saying that, 
although I know you don’t want to comment on what 
they say. You had a choice how you used that money. 
Remember that. 

Mr Helm: We have a specific plan in terms of in- 
vestments for children’s inpatient reinvestments. Within 
the Ministry of Health we’re responsible for implement- 
ing the HSRC directives around new children’s mental 
health beds across the province. As we go through that 
process, we work in partnership with MCSS to make sure 
the beds we have been directed to put into a certain 
community fit in with the MCSS overall children’s serv- 
ice plan for that community. So we are working with 
them. 

In some cases where bed enhancements require capital 
construction, which could take a number of years, we 
have asked the hospitals to try and fast-track proposals 
that come in to us: What can we do in the next year or so, 
maybe in the existing building if it’s cost-effective etc, 
with the longer-term plan of having the beds fully opera- 
tional at the end of the day? We want to look at immedi- 
ately getting something in place and in the longer term to 
completely fulfill the HSRC directives, and that’s within 
our responsibility, working in partnership with MCSS. 

Also within our responsibility, the Ministry of Health 
and Long-Term Care funds 21 children’s mental health 
Outpatient programs through hospitals. We have been 
working very closely with our MCSS partners to look at 
a number of things that would provide a better service, 
perhaps standardized assessments in our system and in 
their system, as an example. 

The government’s last budget talked about a $20- 
million announcement to implement some of the work 
that Margaret Marland did. We are working in partner- 
ship with MCSS around those activities on common 
assessments, and other service models are being looked 
at. We are making progress and we want to fast-track the 
services to the children’s population as quickly as we can 
because of the need that has been identified. 

Mr Patten: Ill come back later on. 





The Chair: That’s 20 minutes, so I will turn back 
the—and I owe you five minutes from the last time. 

Interjections. 

The Chair: I plead guilty, and the auditor didn’t even 
have to remind me. Go ahead, Ms Munro. 

Mrs Munro: There seem to be some themes emerging 
from much of the discussion that has taken place here 
today. I’d like to follow up on a couple of those. 

One of them is the whole issue of best practices. I 
wondered whether you could give us some insight into 
two aspects of best practices, the one from the point of 
view of what you have seen as best practices to promote 
mental health reform; secondly, I’d be interested in any 
comments you might have with regard to other jurisdic- 
tions and where we stand in relation to those other juris- 
dictions that you might have looked at to provide us with 
some sense of our position with regard to those other 
jurisdictions. 
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Mr King: I will lead off on that because I think 
you’ve raised a good point on best practice and bench- 
marking. We can always learn from other jurisdictions. 
We should not reinvent the wheel all the time. The ACT 
teams, for example: We did pick that up from some of 
the American system. The ACT teams are really a best 
practice. We are seeing constant results from that. 
Personally, having been involved in Windsor to see the 
ACT team working, which is also involving the hospitals, 
the community, the mental health agencies, long-term 
care—it involved London, St Thomas—there was an 
incredible group of people working together to resolve 
this issue of the patients, providing the best resource 
available in the community. That is a specific example of 
best practice that we have adopted here. 

I’m sure Gail has some other areas that she wanted to 
cover. 

Ms Czukar: When you’re asking about other juris- 
dictions, I might address both together. Best practices 
was the subject of a 1997 federal-provincial-territorial 
report that was put out by Health Canada on behalf of a 
national working group. That report detailed best prac- 
tices and has in it examples from other jurisdictions, both 
in Canada and outside of Canada, in terms of what best 
practices are. There’s a lot said in Making it Happen 
about what the best practices are. As I said, we have 
many copies of these documents that we’d be happy to 
provide. We don’t have them here, but we can get them 
to you. 

I might just run through what some of those best prac- 
tices are. John has mentioned ACT, assertive community 
treatment, teams that are being implemented, as we re- 
viewed this morning. Intensive case management is 
another best practice. It’s linked to assertive community 
treatment teams but it’s not the same thing. Crisis re- 
sponse services—there are two levels of this. One is the 
service level, which I’m addressing now, and the other is 
systemic best practices, and I will get to those. There is 
crisis response, supportive housing, outpatient care, 
consumer self-help and self-employment initiatives, 
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vocational, educational programming and family self- 
help programs. Those are the services that this document 
Says are the best practices that we should look to be 
implementing as we implement mental health reform. We 
are working on all of those. 

At the system level, it’s not enough to just have these 
discrete services. You have to have some other things. 
You have to have integration and integrated access, pro- 
gram evaluation, accountability mechanisms. We are 
working on developing an accountability framework 
specific to the restructured mental health system, in addi- 
tion to general accountability work that’s going on in the 
ministry that John referred to. 

So those are some of the best practices that are set out 
in the 1997 report, based on experience in a number of 
jurisdictions. 

Mrs Munro: You’ve also touched on another theme. 
That is, of course, as clearly emerges from your immedi- 
ate comments and from comments made earlier today, 
the whole question of the integration. That was my 
opening question this morning, and we certainly have 
heard in a number of ways where initiatives have gone in 
the direction of creating greater integration. 

When I asked the question this morning, you talked 
about the regional offices. More recently, this afternoon, 
you talked about the fact that, where possible, those 
regional offices are being set up with MCSS as well. I 
wondered whether or not down the road you see the 
possibility of the inclusion of the ACTT group with the 
CCAC or is there a possibility that they may work to- 
gether? Obviously, the ACCT is going to have to work 
with the hospitals and other health care providers. I just 
thought we needed to know what the crystal ball tells us. 

Mr King: Certainly with the regional offices, the re- 
gional teams will be reaching out to those communities to 
involve mental health, the hospitals, long-term care, 
which includes CCACs, in addition to community health 
centres and public health, the district health councils also 
being part of that. We see some focus groups coming 
together and to locate some of the programs where they 
best should be located. I would never say that we would 
never see that occur, for example, an ACTT with the 
CCAC, because I think we’re very open to what works 
best at the community level. 

The north is different than the south. Things happen 
differently all over this province and we need to allow 
the freedom for that to occur. So that really is the vision 
that we’re moving forward. Our ministry vision is as 
close to home as possible and the affordability of the 
system in the right place. 

We have to be open to the type of thing that you’re 
proposing in the future and, of course, we believe 
strongly in integrated systems that are working together 
for the best interests of the patient, the client or the 
resident. 

Ms Mushinski: I’d just like to follow up on that, if I 
may, just for a minute. As the integrated services pertain 
to mental health services in the province, I’d like to zero 
in a little bit on children’s mental health needs. Mr Patten 





touched on what I believe is a serious problem and it’s 
perhaps this entrenched culture that is found within, the 
bureaucracies; I’m not sure. If we truly want to achieve 
one-stop shopping for the mental health services of our 
kids, as well as all Ontario residents, how do you over- 
come this traditional model of community social ser- 
vices? On the one hand, Children’s Aid is required 
legally to deliver those services. If that is a barrier, how 
do we overcome that? If we’ve identified these barriers, 
who deals with them? Are there things that we should 
perhaps be suggesting as policy amendments to deal with 
the removal of barriers to achieving this kind of perfect 
model in a perfect world? 

Mr King: Again, I think that you picked up some 
themes; perhaps we have also picked up some themes 
from you. We believe that we need to move forward in 
integration not only within our ministry but with other 
ministries. I believe you’re going to see some new devel- 
opments with community and social services and health 
in the future, especially in the area of children’s services 
because this is where it’s been identified that there are 
some overlaps and some areas we need to work on. 

We agree with you. How quickly we can make that 
happen and the barriers that we need to overcome are 
something that we’ll certainly bring forward if it’s an 
issue. 

Ms Czukar: I was just going to say that I will be very 
happy if we find the perfect model for this system and 
address all of those barriers in the near future. Dennis 
addressed some of the specific mechanisms that we’ve 
been working on to try to integrate these systems. I think 
common assessment tools are essential to integration and 
we’re certainly looking at those, not just in the children’s 
system and using those between the two ministries, but 
across the mental health system. That’s what long-term 
care did. When you talk about CCACs, they started with 
assessments for levels of care and assessments for com- 
munity services and CCACs use a standard assessment to 
determine what services people need in the community. 
We have to move that way in the mental health system, 
both for adults and children. It’s a very important 
mechanism. 
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Mr Helm: In addition to what I referred to earlier, I 
should have mentioned as well that the MCSS initiative, 
Making Services Work for People, is calling for co- 
ordinated access between all children’s activities. Local 
working groups are being established under that sort of 
policy framework and the Ministry of Health will be 
represented on all of those working groups. So that’s 
another example of us going the next step and working 
together with MCSS in a very formal way. 

Ms Mushinski: So there are some real attempts to try 
to remove some of the jurisdictional jealousies that have 
come along with the system. 

You may have touched on this, although I’m not quite 
sure I heard it this morning. I know you referred to the 
ratio of government funding to hospital-based and 
community-based having changed. From 1994 to 1995, 
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you said the ratio was 75% hospital funding to 25% 
community funding, so there’s been a considerable shift 
in four or five years from that ratio to 60-40. Did you 
mention this morning—I can’t remember if I heard it or 
not—that the ministry had set some short-term and long- 
term targets to change that ratio and, if so, how you want 
to accomplish that? 

Mr Helm: The ratio at the beginning was 80-20, and 
that was 80% institutions. 

Ms Mushinski: When you say at the beginning— 

Mr Helm: That was at the beginning of reform in 
1992-93. The goal we wanted to get to was a 60-40 ratio 
of 60% community and 40% hospital. We’re at a 60-40 
ratio now, but it’s 60% hospital and 40% community. 

Ms Mushinski: Did you set any time lines to that 
goal? 

Mr Helm: I think generally speaking we had said 
within the 10-year time frame of reform. 

Ms Mushinski: So by about 2002-03. 

Mr Helm: Yes, 2002-03 was our initial goal. 

Ms Mushinski: You'd like to see the ratio change 
from 75-25 actually to 40-60. 

Mr Helm: Yes. 

The Chair: How many people are we talking about in 
total? When you’re talking about a ratio, do you have any 
idea as to how—excuse me for just a moment. 

Mr King: We’re talking about dollars. 

Ms Mushinski: That’s government funding. 

The Chair: I understand. 

Mr King: It’s split between the community and the 
institutional. 

The Chair: You have no idea how many patients this 
represents in total, is that correct? 

Mr King: I’m sorry. I don’t have those numbers. 

Interjection. 

Mr King: When we’re dealing with that, we’re really 
just talking about the health budget also. 

Ms Mushinski: I assumed you had mentioned those 
figures in terms of mental health, but you’re saying over- 
all health spending? 

Mr King: No. The question was, is this health as in 
mental health, not community and social services? That’s 
what I thought you were talking about. It’s just mental 
health targets that we’re dealing with here, but it’s for the 
Ministry of Health and Long-Term Care. 

The Chair: The percentages that you’re talking about 
are the percentages of dollars that you’re spending in 
each, not the number of patients who may either be in an 
institution or— 

Mr King: No. Percentage of dollars. 

Ms Mushinski: Is that consistent with Comsoc’s tar- 
gets as well? We’re talking about setting standards here. 

Mr Helm: I’m not aware of Comsoc having a fiscal 
shift ratio goal. It’s more of a policy thing. 

Ms Mushinski: It’s a policy thing? 

Mr King: They don’t really have institutions either, 
so it’s not the same that we would have. 

Mrs McLeod: I want to come back to a number of 
issues that have been touched on already today. First of 


all, I think it was a question Ms Mushinski asked earlier 
this morning, and that is, the commitment to ensuring 
that all of the dollars that are saved in the closure of 
psychiatric hospitals and psychiatric hospital beds are 
going to be moved into community services. The first 
part of my question is, does that mean that those dollars 
will all stay in that community and region? My under- 
standing is that the dollars are going into a central pot for 
redistribution. 

Mr Helm: Yes. The reform strategy is that, as you 
mentioned before, some areas are identified perhaps as 
being overbedded at this point. Therefore, at the appro- 
priate time, those beds could close and the money be 
brought forward. Because of that, it was felt that the best 
strategy is to bring the cost savings from those beds to 
the ministry centrally, to then look at the provincial needs 
across the province and allocate out where needed, 
maybe some back to that home community, maybe to 
another community. 

Our concern was that if a community or region is 
overbedded for historical reasons, it might not be equit- 
able to close those beds and keep the money in that 
community because it would maybe continue in terms of 
having overreinvested, if that is the case. To have the 
best approach to equity, it was decided to bring that 
money corporately and then we would decide which 
regions are lacking or which were most in need from an 
equity point of view. 

Mrs McLeod: I appreciate the intent, but I think we 
have several dilemmas. I suspect that they’re shared 
dilemmas, but let me pose the questions. 

You’ve indicated in the auditor’s report that your 
evaluation projects that are looking at institution-based or 
hospital-based costs versus community-based care are 
just in their early stages in terms of beginning to yield 
information. We’re talking about a 10-year reform pro- 
ject that’s now seven years into play, and we’re talking 
about evaluation projects that are now three years into 
play and we still don’t, as I understand it, have any data 
that guides the resource allocations in terms of institu- 
tional versus community, let alone the comparative costs 
of the two. Is that a fair conclusion for me to come to, 
based on what your response to the auditor’s report is? 

Mr King: I would like to take a stab at that. I think 
that we certainly have a better idea than that as far as, “Is 
this the best place to put the dollars?” The less reliance 
on institutional care is well documented— 

Mrs McLeod: I don’t want to argue with you 
philosophically. I agree. I’m really concerned about 
where we’re going to get the dollars to do this well. 

Mr King: The reinvestment is there, and the commit- 
ment’s there for the reinvestment into the community 
side. 

Mrs McLeod: Of existing dollars that are in the PPHs 
right now? 

Mr King: Of existing dollars. There are some extra 
dollars going in too, because we’ re also putting dollars in 
the system now that build up the community supports. So 
I think that there has been a great deal of investment and 
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a great deal of thought given to this approach. You’re 
right; we do need to have more reporting on the evalua- 
tion side, and perhaps we haven’t moved as quickly on 
that side. But this is a timing issue for us. 

I think you’ ve made some good points, and we’ll take 
that under consideration. I think it’s important that 
you ve raised that. 

Mrs McLeod: I appreciate that. The timing issue’s 
crucial. I don’t want to take time to get into a debate 
about philosophy, because there is no debate about the 
philosophy. It’s just a question of, “Are we going to have 
the services in a combination of community and facilities 
that we need?” I think everybody here would agree that 
that’s the goal. 

Mr King: Agreed. 

Mrs McLeod: I’m looking at the HSRC recommen- 
dations in terms of community investments, and I’m not 
sure, given the fact that we don’t have the evaluation 
project data in yet, exactly what they use to determine the 
dollars. But they are looking at a $63-million to $87- 
million investment, depending on what standard we’re 
prepared to accept as far as a recidivism rate is con- 
cerned. They state that this reinvestment translates to 
$55,000 to $77,000 per PPH bed closed. Mr Helm earlier 
mentioned that you’ll have a cost per bed. Do you have 
that cost now, and does the cost per bed that is being 
closed correspond in turn to the reinvestment that the 
HSRC says is needed for community service? 

Mr Helm: We’ve done calculations in terms of the 
average cost savings in total per bed just as a general 
tule. It depends on the hospital as well. Some hospitals 
have a lower per diem than others. But as an average, 
$400 to $450 per bed per day is often a benchmark. We 
have used the varying rates by PPH to determine, if those 
beds close, what will the dollars be, the total amount that 
would come back to us? 

Mrs McLeod: And the figure would be? 
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Mr Helm: About $48 million is identified as a rough 
benchmark for the value of those beds. 

Mrs McLeod: That suggests to me that we’re already 
close to $30 million short of what the HSRC said was the 
minimal—I shouldn’t say “minimal’”—that’s enough for 
investment. 

Mr Helm: That’s not our only source of funding. That 
is the cost related to the beds. If they close, we have that 
money to keep and reinvest. In addition to that, through 
our annual BPA process, we are requesting and receiving 
new funding, like the $19 million that was announced in 
December, the $60 million that was announced in 1998. 
That is new money. 

Mrs McLeod: I’m appreciative of this. Here’s where 
I’m seeing this as a dilemma, because we’ve seen what 
has happened on the acute care hospital side where the 
cuts were made to the acute care hospitals before either 
the community supports or the long-term-care supports 
were in place. We’ ve had chaos for a year. 

You said very clearly and the minister said—and for 
me it was a landmark decision I’ve already acknow- 


ledged today was an important one—“There will no 
closure of psychiatric beds until we are assured that the 
community supports are in place.” 

But a few moments ago I heard you talk about the 
process—and as you said, a timing issue, Mr King— 
because the divestment process, which is being carried 
out with the Ministry of Health’s leadership in an 
essentially closed-door situation, is going ahead. You 
said that you don’t want to slow down too much on it and 
that at some point it will be ready to go and you’ll turn it 
over to the implementation task force. 

By the way—and I want to come back and talk about 
mental health agencies—I think there should be more 
publicity given to the fact that your implementation task 
forces are being put in place, because that has been a 
huge issue of concern, as the HSRC identifies. Based on 
what I’ve seen locally and what I’m hearing by word of 
mouth, the people who are on the committee are good 
people and they restore confidence, and you should be 
telling people about that. But they have a 12- to 18- 
month reporting time before they can come to you with 
advice on what is needed for community support. 

My dilemma is that I’m really concerned that divest- 
ment is marching ahead and it’s going to be 18 months 
before we even know what we need in the community, let 
alone how much it costs, because the evaluation projects 
on how much it will cost to provide support in the com- 
munity aren’t in place yet. How can we be sure that 
we're not going to lose psychiatric beds through the 
divestment process before we’ve got all the community 
supports in place as promised? 

Mr Helm: When the divestment process goes ahead, 
it’s important to look at it as a transfer. I’ll use Lakehead. 
Everything currently operated at Lakehead will be trans- 
ferred as is to St Joseph’s. There won’t be any restruc- 
turing, no bed closures at all at that time—everything is 
being transferred over—so at the time of transfer, there 
shouldn’t be a fear of downsizing that day. 

When it goes over, then there is clearly the HSRC 
directive that they need to plan for closing 74 beds in 
Lakehead over a certain period of time. But then it’s our 
job, with the task force and with St Joseph’s, when they 
propose, “OK, now we’re ready, we can close these 
beds,” to make sure that the community supports are in 
place—the community investment fund money that we 
gave them a number of years ago, some of the $19 
million that we just announced in December. We would 
have to be convinced that all of those are in place. One of 
the conditions of funding some of that was a clear link 
with a psychiatric hospital. Some clients could be, 
through the patients’ assessments, identified for dis- 
charge. We would need clear documentation that with the 
community investment fund and the $19 million, part of 
which went into the northwest, you can now move maybe 
50 clients. 

If that is the case and they have the supports, then the 
ministry would propose internally to close a portion of 
the beds. Those 74 beds would not close just like that, 
according to the schedule outlined by the commission. It 
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has to be evaluated by us and with the community and, if 
it’s not ready, those beds will stay open until they are 
ready. 

Mrs McLeod: What is the target date now for the 
closure of the psychiatric beds? 

Mr Helm: For those beds? Just on paper, the 74 beds, 
or 68 beds in Lakehead, are to close in 2001-02. That’s 
on paper. 

Mrs McLeod: Just staying with the local example, if 
the implementation task force is just now having its first 
meeting — 

Mr King: It’s just beginning. 

Mrs McLeod: It’s due to report in 18 months. I don’t 
know if we’ve got a target date on your evaluation pro- 
ject being completed so that you have a good handle on 
the cost of community care versus institutional care, but 
how does that tie in with that target date for closing beds? 

Mr Helm: The task force, as soon as it’s up and run- 
ning, has a life of about 18 months or longer. They can 
come forward with recommendations as soon as they’re 
ready. Two or three months into their mandate they 
might be ready to make recommendations. So it’s the life 
of the task force that we’re assuming is approximately 18 
months; we expect recommendations before that. As I 
mentioned, the ministry staff have been working right up 
until now looking at the system in the northwest and 
where reinvestment should be put, and that will go to the 
task force. So a lot of the work has been done, and hope- 
fully the task force will feel it’s good work and they then 
move along on it and make the recommendations. 

Mrs McLeod: Is the northwest one the second 
implementation task force? 

Mr King: Yes, the second one. 

Mrs McLeod: Of nine. 

Mr King: Yes. 

Mrs McLeod: When do you anticipate the other seven 
being established, and what do you see as their target 
dates? 

Mr Helm: We’re hopeful that throughout the end of 
this fiscal year and into the next fiscal year we will have 
them across the province. 

Mrs McLeod: I just want to be sure I’ve understood 
what the plan is. The plan is to wait until those imple- 
mentation task forces, one by one—not the whole pro- 
vince, but in any given community there will be no shut- 
down of a bed until the implementation task forces at the 
community level have made their recommendations and 
those recommendations are fully funded and operative at 
the community level? 

Mr Helm: Partially right. If a hospital comes forward 
in the interim with a proposal that they feel they could 
close certain beds within the HSRC directive, we would 
have to look at it from a business case point of view to be 
convinced that it is ready. If there is no task force in 
place or if the task force is about to be in place, we would 
really want their input and their view in terms of what the 
system should be. If that comes in before the task force is 
in place, we would look at it very stringently because we 


are very concerned that the timing is right. So we might 
defer them. It depends on the information that day. 


Mrs McLeod: Will Hamilton be setting up an imple- 
mentation task force? Is that one of the areas? 


Mr Helm: It will have one, yes. 


Mrs McLeod: I’m not sure what the bed closure 
numbers are in Hamilton, but that might be an example 
where they are ready to move because it’s a somewhat 
different divestment than it is in other communities. 


Mr Helm: Hamilton is getting more beds, so they’re 
not closing any. 


Mrs McLeod: But the commitment that has been 
made not to shut down a bed—and you’ve repeatedly 
said and the minister has said that that’s until the com- 
munity supports are in place. You’ve now said at this 
stage in the process that the responsibility for advising 
you on the community supports is to be left to the im- 
plementation task forces. You’ve also indicated that the 
dollars for that community support have to be in place 
before you close the beds down. I was taking the HSRC’s 
$76 million. So that means that before we see the shut- 
down of psychiatric beds, we’re going to see up front 
about $76 million in community mental health. That’s at 
least what it takes to replace psychiatric beds and, sure, 
you can then maybe, depending on what your evaluation 
study says, save some of that down the road. But in the 
first instance we’re going to see an increase of about $76 
million? 

Mr King: I think you keep emphasizing the fact 
that—we do have a plan and we’re following through on 
that plan, which involves local community planning. 
That’s when you have the task force groups appointed to 
do the local planning, and it does take longer than if we 
decided what the community supports would be. I think 
you’re highlighting the time frame here. We are working 
through that process. We would like to see these task 
forces roll out faster and, as soon as we can, try and get 
them moving so that they can move quickly locally, but 
we need to take the time that’s necessary to plan for the 
community. You have basically reinforced what the plan 
is. 


Mrs McLeod: I like the sense of the plan. I share the 
concern of how long it may take, but I’m also concerned 
that the dollars are going to be there, because it would be 
most unusual to have these upfront dollars before the 
closures are made. 


Let me give a specific example, if I’ve got a few min- 
utes left. One of the things that HSRC did not deal with 
initially was outpatient services. I’m looking at their 
reinvestment. You'll have to help me with this. Are 
“oeneral case management” and “community service 
support and case management” jargon for outpatient 
services, or something broader than that, or does it not 
include them at all? Somebody is shaking their head back 
there. Is there some line that tells me we’re looking at 
outpatient services in the HSRC’s recommendation on 
community reinvestment? 
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Mr Helm: We would be looking at outpatient services 
as part of our restructuring and our reinvestment in terms 
of allocation. Bed-saving dollars, for example, would be 
to outpatient services and community services like case 
management. 

Mrs McLeod: I’m just looking at these lines. I know 
it’s not supportive housing, I know it’s not ACTT. 
There’s intensive case management, general case man- 
agement and community services supporting case man- 
agement. I’m hoping that one of those three lines says 
“outpatients.” I’m hoping it is, because at the time the 
HSRC made its recommendations in the Lakehead there 
was no recognition of the fact that there were 1,000 out- 
patients being dealt with between the two hospitals. 
There is still no capital provision. In the hospital re- 
structuring that’s going on, as the PPHs are to be closed, 
there has been no provision made for a physical space in 
which to provide the outpatient services or other com- 
munity services. The HSRC still recognizes that in the 
$76-million figure there’s no provision for capital. Where 
does the capital planning fit in? I know there’s an acute 
care hospital being built in Thunder Bay, they’ ve already 
finished the completions to the chronic care hospital and 
there’s no space in those places for outpatients. So where 
are they going to be treated? 

Mr King: I’d like to ask Tom Peirce to comment on 
Thunder Bay because that’s part of the divestment. 

Mrs McLeod: I don’t want to make it specifically 
Thunder Bay. I think it’s a general issue. 

Mr King: We have capital as part of all the PPH 
divestment and we’re dealing with them right now on the 
plans of the divestments and where they’re moving 
within the existing hospitals, or if they’re staying on 
existing sites or if they’re building new buildings. That is 
identified in the psych hospital vote, so those dollars are 
there for capital. 

Mrs McLeod: Maybe mine is an anomaly, because it 
isn’t. 

Mr Tom Peirce: My name is Tom Peirce. I’m a con- 
sultant with the health reform implementation team and I 
have been leading the local negotiations in Brockville, 
Ottawa, Kingston, Hamilton, London and Thunder Bay 
for the divestment of the PPHs in those communities. 

With respect to the transfer of services, the HSRC in- 
dicated the capital they felt was required to transfer PPH 
programs to the receiving hospitals. That funding, as 
opposed to the general HSRC project funding of 70-30, is 
being funded at 100% in those communities. Any pro- 
gram being transferred from a provincial psychiatric 
hospital to a receiving hospital is being funded at 100%. 

Mrs McLeod: That’s on the bed side. 

Mr Peirce: For all the programs that were identified 
to be transferred, and generally the hospitals are designed 
with ambulatory space included to handle outpatient 
volumes. As well, in terms of the savings, what is re- 
invested in the community may be reinvested in hospitals 
as traditional hospital outpatient, but some of what is 


considered outpatient activity may become community- 
based activity with community providers. 

Mrs McLeod: That’s exactly my point, though. I’d be 
interested in knowing if there are available data in terms 
of ambulatory space that is being provided for in the 
hospital restructuring process. I’m certainly aware of the 
bed provisions but I’m not aware of ambulatory provi- 
sions. My sense is that much of it is being left to the 
community and what we used to call outpatient is now a 
community-based service. My concern is because I think 
they were largely left out of the mix and they’ve been 
referred now to the community-based planning. Where is 
that going to take place? 

Mr King: Rather than getting into specific details, in 
all of the local negotiations that are going on, the host 
hospitals receiving that, with the PPH as well as the 
ministry team, are planning those resources. The out- 
patient programs are part of that planning, and if parts of 
those outpatients are going to the community, that would 
be part of the planning. That is all part of the local nego- 
tiations. We can sit down and be specific about each one, 
if you want, or off-line we can talk about that. Of all the 
things that are happening, I think it’s fair to say that we 
have had very good success with the communities that 
we're dealing with on the PPH divestment and moving to 
the local public hospital. I think in most cases it has gone 
very well. I have never heard of this concern raised, that 
we are not planning for outpatient services. That has not 
come to my attention. I’m assuming that has been part of 
the planning, but I’m going to check into that now that 
you’ ve raised it. 

The Chair: Just for clarification, are you behind in 
your critical path that you’ve set for this? I’m looking at 
the critical path that was in the HSRC advice to the min- 
ister, and this was supposed to have taken place in March 
and June of last year. 

Mr King: Yes. We are behind somewhat in most of 
the restructuring projects in the province, and it’s mainly 
due to the fact that some of the goals of the commission 
were very ambitious. We are somewhat behind, but we 
are hopeful that most of the PPH movement will occur 
this fall. We are behind, though, it’s fair to say. You have 
the timelines in front of you. It has been very ambitious, 
for many reasons, whether it’s acquiring land or zoning 
or whatever. There are many issues involved in this. So 
we’re guilty. We’re behind. 

Mrs McLeod: Let me assure you, Mr King, I think 
the ministry has been put in a very difficult position with 
ambitious timelines that were set by the commission, so 
I’m not faulting. I’m anxious about the community com- 
ponent. 

Mr King: And we hear you. 

Mr Patten: Could I have a supplementary? 

The Chair: OK. 

Mr Patten: It’s just on the same issue, the commit- 
ment around decommissioning psych hospitals, and then 
we can go back to Mrs McLeod. It’s clear that, around 
the operational funds that is so, but in certain circum- 
stances—the one I mentioned as a specific today, the 
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Royal Ottawa—where you’ve got a huge psych hospital 
that is going to be closed down, is the value of that, 
whatever it is, whenever it’s assessed, also part to con- 
tribute to any capital requirements that may be made as 
well? In other words, is that resource included in the 
commitment of decommissioning the transfer of the 
resource to the new constructs? 

Mr King: We have specific formulas in place for all 
of the movement, whether it’s operating costs, overhead 
costs of the new building, or the new corporation, so to 
speak, and what will move with them. That’s all part of 
the local negotiations. I don’t have the specific— 

Mr Patten: Do you know what I mean? Do you 
understand my question? 

Mr King: The question is, if this is how much it costs 
to run this facility here, will all those dollars be going, as 
well as the overhead, to run that building? 

Mr Patten: No. 

Mr King: Excuse me. I’m sorry. 

Mr Patten: I’m saying that Brockville Psychiatric 
Hospital has an operational budget of, let’s say, $1 mil- 
lion. 

Mr King: Yes. Got you. 

Mr Patten: It also has a huge plant; it also has land 
that, when that’s decommissioned, has some kind of a 
market value. Is that market value, whatever it is and 
however it’s sold, part of the commitment of the transfer 
of resources? Is that part of the basket? 

Mr King: Now I understand you, but Tom’s going to 
answer that. 

Mr Peirce: The resources associated with the exact 
physical facilities and the sale thereof or decommission- 
ing thereof are not part of this overall equation, because 
those facilities, on behalf of the government, are run by 
the Ontario Realty Corp, which handles all the realty 
holdings of the province. 

There will be an operating budget provided to the 
receiving hospitals to conduct the programs. They will 
have an interim lease to continue using the facilities they 
are now in until such time as any capital projects are 
completed to house beds, for instance in Ottawa, and 
there will be capital allocations made through basically 
the HSRC capital fund, through the Ministry of Health 
capital branch, to build facilities in keeping with HSRC 
directions. 

Mr Patten: That will be separate? 

Mr Peirce: Yes. 

Mr Patten: Separate from the operational money 
that’s being transferred? 

Mr Peirce: Yes. 

Mr Patten: Over and above? 

Mr Peirce: Again, it’s funded at 100%. 

The Chair: It’s funded at 100%? 

Mr Peirce: The approved capital costs associated with 
PPH program transfer to the public hospital are being 
funded at 100%. 

The Chair: OK. Go ahead. 

Mrs McLeod: Where to go next? Let me stay on the 
issue community supports. I’ll leave the outpatient issue 


for now. I’m still concerned about it. I’m not sure where 
it fits, but Ill leave it for now. 
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Mr King: We do hear you. 

Mrs McLeod: One of the things that the implementa- 
tion task force has been charged with is to ensure that 
there’s community supports in place for the seriously 
mentally ill—again, the term is being used repeatedly— 
and for discharged psychiatric patients. I’m concerned 
about programs that have never been in place in com- 
munities, or never been funded or adequately funded, and 
I’m concerned about whether or not everything is on hold 
until the implementation task force report comes out. 

I will give you a very specific local example: eating 
disorders clinics. They have not been part of the psychi- 
atric facility. I’m not sure where they fit into your classi- 
fications of seriously or severe, but it appears that 
requests for expansion or for funding are being put on 
hold because of the restructuring process. That’s what 
we’ve been told locally. My question is, is that a fact? 
Are program expansions like that being put on hold until 
the community restructuring is complete? It’s a long time 
to wait, given the timelines we’ve been talking about. Or 
is the ministry open to looking at proposals on a step-by- 
step basis in the interim? 

Mr Helm: Restructuring proposals are not being put 
on hold pending the task force, because the task forces 
will be rolling out across the province at different times. 
While acknowledging they will have a critical role in 
making recommendations, the ministry really wants to 
move things along so that we do not miss opportunities. 
When funding is available for investment in a certain 
community, ministry staff take the lead in the absence of 
a task force. Whether it’s looking at an eating disorder 
proposal or a community treatment team or a forensic 
program, we work with the community to identify where 
that money should be invested to provide those services. 
If halfway through that process the task force comes 
along, we will pass all of our good work to them to finish 
off. But in the absence of a task force, the ministry takes 
the lead, so we’re not slowing down while waiting for a 
task force. We want to move business along as quickly as 
possible but always be ready to hand off the responsibil- 
ity with the appropriate supports from us to the task force 
when they’re ready. 

Mrs McLeod: I appreciate that. Was there a recent 
expansion of the eating disorders clinic program in 
Ottawa? 

Mr Helm: Yes. In Ottawa and Halton there were 
recent expansions. 

Mr King: And we are specifically reviewing the 
eating disorders right now, right across the province. 

Mrs McLeod: Are we out of time, Mr Chairman? 

The Chair: I’m not sure whether the government 
members still want some time. 

Ms Mushinski: Yes. I don’t have many more ques- 
tions, but I do want to return to this area of children’s 
mental health and the reinvestments that occurred as a 
result of my colleague’s excellent report on mental 
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health. I believe it was called Beyond 2000. That’s, of 
course, Mr Newman’s report. 

My understanding is that there were some specific 
announcements of reinvestments made as a result of Mr 
Newman’s report, or in direct response to his mental 
health review. I’m wondering if we could visit a couple 
of those, because I’m a little confused about how it 
works. It gets back to what I was referring to earlier with 
respect to the delivery that is actually done by Comsoc 
and how we can start to achieve some consistency of 
approach in terms of perhaps looking at some integrated 
services. 

There was a $60-million investment that included $6.7 
million to increase the number of institutional mental 
health beds, both forensic and acute. My understanding is 
that some service enhancements pertaining to operational 
requirements were pending construction and renovation 
of some Comsoc beds for children’s acute mental health 
needs. Is that correct? 

Mr King: That’s right. 

Ms Mushinski: Can you tell me what the status of 
that is and how that fits into the overall need for those 
acute forensic beds? I know Mrs McLeod alluded to 
those a little earlier. How are they actually being admin- 
istered? Are they being administered by ComSoc through 
transfer payments from the ministry? If so, is that con- 
sistent with the funding of children’s mental health re- 
quirements? Is it also consistent with the ministry’s 
targets with respect to moving away from institutional- 
ized care to community-based care? 

The reason for my question is because I want to see 
how it fits with the overall policy direction that you’re 
taking with respect to moving to community-based care. I 
think it’s as relevant for children as it is for adults. 

Mr Helm: The $60-million announcement in June 
1998 was in direct response to Mr Newman’s work, in 
terms of implementation. My response is similar to what 
I touched on earlier: Increasing the capacity of in-patient 
children’s programs is the responsibility of the Ministry 
of Health, because it’s in the hospital setting. When we 
do that, we work closely with our MCSS counterparts to 
make sure that the bed numbers and location that we’re 
planning fit in directly with their children’s strategy in 
that region. 

Ms Mushinski: I take it that that strategy is fairly 
consistent with your ministry’s strategy about the move 
from institutionalized care to community-based care. 

Mr Helm: Yes. The move from institutional to com- 
munity is a broad goal in terms of the fiscal funding shift. 
At the same time, though, in our strategy and with MCSS 
there is a need that we don’t do that totally at the expense 
of in-patient services. We have service gaps on the in- 
patient side. 

Even though we want to shift the funding formula or 
funding ratios, we do invest in new in-patient services 
which, actually, would increase the institutional side, but 
for very specific cases: children’s mental health, forensic 
and acute. But overall we’re spending more, even on the 
children’s side, in the community than we are in the 





institutional side in terms of new money. It is consistent 
with the shift in strategy. 

Ms Mushinski: I wonder if you could just explain 
what the other reinvestments were with respect to Mr 
Newman’s report and how much of that went into the 
new directions that pertain to the other 1999 report. 

Mr Patten: Making It Happen. 

Ms Mushinski: Making It Up? 

Mr Helm: We made up Making it Happen. 

Ms Mushinski: I thought that was a partisan shot, you 
know that? 

Mr Helm: Directly out of Mr Newman’s work was 
the requirement to look at and allocate the $60 million in 
reinvestment and to develop Making It Happen was also 
a direction to outline our strategy. 

In the $60 million from June 1998—I’ll quickly go 
over this—it was a provincial allocation. Every part of 
the province received base money and, in some cases, 
one-time funding as well for specific— 

Ms Mushinski: So no federal enhancements, I take it? 
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Mr Helm: No. Within the $60 million I'll just quickly 
run through the categories: $6.7 million was dedicated to 
institutional care. That means beds. This was forensic 
and acute beds specifically. Part of our dilemma, in terms 
of scheduling, is that they can only become operational 
pending construction and renovation, because they are 
linked to that, and also planning work with MCSS re- 
garding children’s acute care. So $6.7 million of that was 
for institutions; $46.9 million was specific for increased 
community mental health services in response to com- 
munity needs and hospital restructuring. This is the be- 
ginning where we wanted to ensure that the community 
supports have the direct link to our psychiatric hospitals 
so that we wanted community supports that would clearly 
initiate or expedite the discharge of appropriate people 
from PPHs into community programs. That was a link. 
So included here would be assertive community treat- 
ment teams, case management, crisis and diversion. 

Then we allocated $5 million in one-time money. This 
was to help facilitate the capital requirements of the new 
Centre for Addiction and Mental Health in Toronto. The 
remaining $1 million was an education program between 
long-term care and mental health to ensure that there’s a 
mental health worker in long-term-care facilities to help 
address mental health service issues that arise. 

Those together equal the $60-million plan. And those 
are up and running. 

Mr Patten: You’ve got this plan that everybody likes 
so far to be implemented, but I’m going to ask you, are 
you folks involved in the pending amendments to the 
Mental Health Act? It’s OK, I want you to. 

Mr King: Actually, we also knew that we would 
probably have some questions on legislation, so we have 
one of our legal counsel here, Diana Schell. 

Mr Patten: One question is that I noticed in your 
literature, in reference to the what’s euphemistically, I 
guess, commonly called the “community treatment or- 
ders”—I wouldn’t personally use that term—as an al- 
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ternative to institutionalization, which is part of one of 
the themes of advancing the program beforehand, that it’s 
not really addressed here other than the more assertive 
work of the ACTTs. 

Mr King: This is Diana Schell, who is with our legal 
services branch for mental health services. I’m sure she 
would be more than happy to answer questions related to 
the legislation. 

Ms Diana Schell: I would be happy to talk a little bit 
about the legislation with you and also the community 
treatment order issue. Mr King and Ms Czukar, this 
morning, referred to the minister’s announcement in June 
1998 with respect to the next steps in mental health 
reform and, of course, included the implementation plan 
making it happen. It included the educational campaign 
with respect to the current legislation. And the third piece 
is the review of the Mental Health Act and related 
legislation. 

The review has been ongoing very actively for over a 
year now. It’s primarily a legal review involving an 
internal working group that I’m part of within the 
Ministry of Health. It’s a broad-ranging review. We’re 
looking at mental health legislation in other Canadian 
jurisdictions, so the other provinces and territories. We’ re 
also looking at Europe, Great Britain, New Zealand, 
Australia, some states in the United States. I think other 
important sources of information that you would be 
familiar with yourself, sir, are in inquest recommenda- 
tions, your own private members’ bills. That’s part of the 
review. We have also received a number of submissions 
from stakeholder groups—the Canadian Mental Health 
Association, the Schizophrenia Society. We recently got 
a paper from the Centre for Addiction and Mental Health, 
which just came across my desk this morning so I 
haven’t read that. There may be others that I’m forgetting 
to mention. So, that’s the nature of the review. For the 
moment it’s internal and it’s focusing primarily on legal 
sources of information. 

With respect to the community treatment order issue, I 
share your concern about using the language “community 
treatment orders.” People probably mean different things 
by that. Just looking at Canadian jurisdictions that say 
they have community treatment order legislation, we 
have Saskatchewan, which since 1995 has had legislation 
which specifically says “community treatment orders.” A 
couple of years after that, Manitoba came on board with a 
very different kind of model that they called “community 
treatment agreements.” More recently, late last year, 
British Columbia proclaimed legislation that it says has 
community treatment provisions, but they’re actually 
leave-of-absence provisions. 

Some of the jurisdictions that we’ve looked at else- 
where, for example, New Zealand, some of the 
Australian states, I believe it’s 38 states in the United 
States, have community treatment order legislation which 
is of interest. It doesn’t necessarily look like the 
Canadian legislation; the models vary significantly. But, 
given that there seems to be such a focus of attention in 
other jurisdictions, and it’s certainly a focus of attention 


here for some groups, this is included in the legislative 
review. 


Mr Patten: Can I have the estimate on the time? 
When is your estimate of your review completion? 


Ms Schell: It’s probably going to take some time to 
complete all of this. I don’t have a final timeline on this 
when it has to be completed. 


Mr Patten: I won’t take it to mean that that’s when 
the minister will be introducing legislation, by the way. 


Ms Schell: It’s hard for me to answer your question, 
sir, because frankly, given the size of the project, if I 
were working for the Law Reform Commission they 
would take two or three years to do this. There may be 
other requirements that have to be met which would 
cause us to do the best job we can in a shorter time 
frame. I’m sorry, that’s the best answer I can give you. 


Mr Patten: Thank you very much. I appreciate that. 


Mrs McLeod: I just have a couple of other areas, and 
I’m not sure if my colleagues have some further 
questions. Before we leave the legislation, I think there’s 
reference in the auditor’s report and the ministry 
response that with the supportive housing changes and 
moving the people into the community there may need to 
be changes to the Homes for Special Care Act. Is that an 
ongoing consultation as well, and do you see the two 
pieces of legislation moving forward simultaneously? 


Ms Schell: We will have to consider homes-for- 
special-care issues, but to date, the mental health legisla- 
tion review project within the ministry has not specif- 
ically looked at that piece of legislation. 


Ms Czukar: I might just add that in terms of de- 
veloping the housing policy and housing strategy, if 
there’s a need to change the legislation to implement this 
strategy when it’s finalized as a result of consultation 
with communities and so on and so forth, if there were to 
be legislative changes coming forward on another front, 
then obviously this would be a good time to do it. 


Mrs McLeod: Finishing up on my community-based 
program concerns, is the funding being maintained now 
for all community outreach programs that the psychiatric 
hospitals are currently running, for example, vocational 
rehab programs? That funding is maintained, there’s no 
withdrawal of funding? So when we say no beds will 
close, we’re also saying no programs will close? 


Mr Helm: The programs currently funded by the 
PPHs are staying and being transferred. We, with the 
Ministry of Community and Social Services, are looking 
at programs that are being funded under the employment 
label, cost-shared with the federal government. 


~ Some of our programs within the PPHs are in that 
category and we’re doing a review. Do they need the 
criteria of the federal-provincial cost-sharing around 
employment? Our feeling is that they do meet and we 
don’t anticipate any changes in that area, but we’re still 
working with MCSS on that. But the intent is everything 
that’s there now will be transferred over and continue to 
operate, in the short term anyway. 
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Mr King: I should add that the public hospitals that 
are receiving the divestment are watching those budget 
lines very closely so that there aren’t dollars removed 
from it. They are very sure to check and balance the 
system. 

Mrs McLeod: If Mr Sturtevant had been here, I might 
have been tempted to use that as a springboard to talk 
about rehabilitation more generally, but I won’t. I’ll save 
that for another day. I know, Mr King. I could address 
the question to you. 

Mr King: It’s a little late in the day to start— 

Mrs McLeod: I know there’s a big project underway. 

The second-last area I wanted to ask you about sort of 
comes from that last comment, because you mentioned 
hospitals that are receiving the divestments, and my 
concern still is on the community care support aspects of 
this. One of my concerns throughout this process—and I 
know it was a Ministry of Health concern too; I’m not 
sure exactly where the whole thing got off the rails—was 
the whole issue of governance of mental health. I’m 
extremely concerned that we are divesting to hospitals. 

Again, I recognize this will take different forms in dif- 
ferent communities. I know it’s not an issue, for example, 
in Hamilton, where essentially the entire thing seems to 
be being divested to a hospital, including a lot of respon- 
sibility for community programs that are already in place, 
so maybe it will sort itself out there. But certainly in my 
home community, and I think it’s probably fair to say in 
a lot of communities, we’re going to have a presentation 
of responsibility for the delivery of mental health. Some 
of it will be to hospitals that are getting the divested 
programs from the PPHs, but there it’s divided. 

When it comes to community mental health, I’m not 
sure that I see anywhere in the system, including 
Hamilton, a body which is responsible for advocacy for 
mental health. The hospitals may advocate for their own 
particular segment that they are mandated to provide care 
for, it’s the community health service system that gets 
left behind. I’m concerned that there’s a fragmentation. It 
shouldn’t be fragmented even if we can identify some- 
body who’s responsible for advocacy for community 
mental health. 

One of the very few things I probably agreed with the 
commission on was the establishment of community 
mental health agencies because I saw those as being a 
body that could represent advocacy—if not governance, 
at least advocacy—on a community level for mental 
health. The implementation task force I’m pleased to see 
in terms of its advisory capacity. If the same thing is 
happening in other communities as seems to be happen- 
ing in mine, there will be a lot of confidence around the 
people being appointed. But I’m worried about what 
happens when they no longer exist and we’ re back to, at 
best, a fragmented system of advocacy or governance 
and, at worst, no advocacy or governance in the com- 
munity mental health system at all. I’d just like your 
response on where you see the future in terms of 
community-based advocacy and governance. 


Mr King: Back to the mental health implementation 
task force, I believe there will be some recommendations 
coming forward from those task forces on some of the 
issues surrounding governance. But we do not have that 
in the communities now. We have many agencies deliv- 
ering these services now. I hear what you’re saying and I 
think that’s something we have to take under advisement 
for the future as far as the governance issue related to 
community programming is concerned. 

Mrs McLeod: Is it even possible that the implemen- 
tation task forces could recommend a third level of gov- 
ernance for mental health and be received favourably? 


Mr Helm: We do look to the task forces to take the 
Making it Happen documents, which are our marching 
orders in terms of implementation, and theirs. In Making 
it Happen, we talk about the need for streamlined access, 
perhaps a lead agency. So we will be looking towards 
those task forces to do some of that work and make very 
specific recommendations in their region that program X 
perhaps should be the lead to coordinate access to the 
others, to streamline the assessment processes. That is 
part of their mandate, working very closely with the 
policy area and also with the regional office and myself. 
We want to make significant gains in those areas during 
the life of the task force, to restructure and streamline, so 
that if a task force does end, there is a legacy of 
improvement and coordination for outpatient and com- 
munity programs. 

Mrs McLeod: I did notice earlier on you mentioned 
the important aspect of regionalization as being convey- 
ing a sense of integration across the ministries, and one- 
stop access. I guess my hope would be that that translates 
in the community into at least integration of mental 
health itself, if not with other ministries or within the 
Ministry of Health. 

Mr King: We actually expect that there will be 
recommendations forthcoming on that. 

Mrs McLeod: Patient advocacy: Again we have a 
fragmentation in terms of where the patients are located. 
I know this is a sensitive issue for somebody from 
Thunder Bay to raise, but will we have patient advocacy 
councils for mental health patients in each of the settings 
in which there are mental health beds, or do they become 
absorbed into the patient councils of that hospital 
generally? 

Mr King: The provincial office, as you know, will 
carry on in the first year of operation. We have offered 
that service to the new centres to see how they want to 
handle that. They may want to take it on their own after 
that, but they have to preserve the rights of the mental 
health patient to be protected, so we have to look at a 
mechanism for that. At the present time the patient psych 
advocacy office will remain in place until we start the 
divestment. We have negotiated that as part of the 
arrangement with each of them. 

Mrs McLeod: But not necessarily the patient coun- 
cils. 

Mr King: No, not necessarily the patient councils. 
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Mrs McLeod: So the future of patient councils is 
somewhat in limbo? 

Mr Helm: The future of the patient council would 
really be up to the new hospital. 

Mrs McLeod: So they could be absorbed into the 
overall hospital patient council, if the hospital has one. 

Mr Helm: Possibly, or they could have it separate for 
the mental health side, the same with the community 
advisory board of the PPHs. 

Mr King: Many of those hospitals now have patient 
advocacy offices also, so they may just assume that role, 
as well as council. 

Mrs McLeod: Patients tend to feel that they’re two 
very separate things. 

One last question: Maybe I'll just throw this out and 
not really expect an answer yet, because I don’t think it’s 
a fair question. For future reference, I’m going to be very 
interested in knowing where mental health fits with pri- 
mary care reform, because if we’re serious about com- 
prehensive primary care, then it has to include mental 
health both for adults and for children. I think that’s 
beyond the reach at the moment of any of the models that 
have been contemplated, but I hope it’s something that is 
getting considered in ministry thinking. 

Ms Czukar: Having worked on primary care prior to 
coming into this job a little while ago, I can say that in 
Hamilton, which is one of the primary care reform im- 
plementation sites, there had been in place institutional 
grants that brought mental health practitioners into health 
service organizations specifically to link up primary care 
physicians and mental health resources. That is being 
continued into the primary care implementation. I think 
the model is changing somewhat, but there is a recogni- 
tion that that was a very positive aspect of what was 
going on in Hamilton and does need to continue in some 
way. I know that the primary care reform project is 
looking at that issue. It’s not out there; it’s being done. 

Mr Patten: I just have one question, which may trig- 
ger two. You’re looking for a group to play a leadership 
role in different regions around mental health. They may 
be hospitals, depending on the size of the area. I’m trying 
to relate it to the other side of the coin, outside of mental 
health. Governments—and I can remember being part of 
one—were talking over 14 years ago about community 
health and prevention and primary care, and it still ain’t 
there. The hospitals still dominate totally. I could give 
you a formula right now that you would save hundreds of 
millions of dollars if the government would implement it, 
and it still hasn’t happened. 

What makes you think that your model of governance 
will really work, other than that you do have a mandate 


and you’re going to perhaps impose the formula, so even 
if it is a hospital that takes the leadership, they will have 
to have these programs, and I think you’ve got a better 
handle on it? I guess my question is outside the frame of 
reference today, but in terms of general health care, why 
aren’t you doing the same thing? The same principles of 
better service apply in that realm as well. 

Mr King: I’m not quite sure how to answer that ques- 
tion, other than that I think the ministries are rolling out 
their offices and integrating their services and working 
with the communities to hopefully have some voluntary 
integration. That’s where we’re moving at this time. 

Mr Patten: If you ever want that answer, just call me. 

Mr King: Did you say $100 million? 

Mr Patten: More than that. 

The Chair: I'd like to raise one issue very quickly, 
and it’s because it’s in your business plan. I see that in 
1998-99 you established a fraud program within the 
ministry. Have any results come in on that at all? Perhaps 
you're not the right people to ask about that. 

Mr King: My colleague the assistant deputy minister 
for health services programs is really responsible for the 
program, but it has been fairly successful. I don’t have 
Statistics on that, but we could certainly get that for you. 

The Chair: I have another question. I don’t intend to 
embarrass anybody here, but I reread your speech again 
just now while we were talking and I noticed, when I 
added the figures on pages 3 and 4 as to how much has 
actually been spent in mental health, that the figures 
don’t add up to $2.4 billion, but to $2.6 billion. What’s 
the right figure? 

Mr King: Actually, it was $238 million before—it’s 
actually $2.6 billion because there is $200 million more 
that was added in there. We didn’t do that just to make it 
look better today. 

The Chair: No, no. I always add the figures up, you 
See, 

Mr King: Sorry. The 1994-95 investment in com- 
munity health was $238 million. This year it’s $406 
million, and that’s why the number was changed. That 
made the difference of almost $200 million. 

The Chair: Thank you very much. I appreciate that. 
Anybody else? 

I’d like to thank you very much for attending here to- 
day and appreciate the answers you’ve given to the 
committee. 

The hearing is adjourned until whenever we come 
back in April. We have a very short in camera session, 
however, to deal with the Andersen report and how you 
want to handle that. 

The committee continued in closed session at 1523. 
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The committee met at 1007 in committee room 1. 


COMMITTEE BUSINESS 


The Chair (Mr John Gerretsen): I'd like to call the 
meeting to order. The first thing we’ll deal with this 
morning in open session is a notice of motion. I’d like to 
call on Ms Martel, who gave us the notice in our last 
meeting. 

Ms Shelley Martel (Nickel Belt): I move that the 
public accounts committee direct the Provincial Auditor 
to examine all details of the leasing agreement between 
Ontario Power Generation, OPG, and Bruce Power 
Partnership for the Bruce A and B nuclear facilities, to 
determine if the deal guarantees value for money for 
Ontario taxpayers, and to report back to the public 
accounts committee with his findings and recommenda- 
tions as soon as possible. 

The Chair: Would you like to address the motion? 

Ms Martel: I would. I hope the committee can bear 
with me. I have some notes I’d like to go through with 
people to outline why I think the committee should do 
this. 

First of all I’d like to tell the committee that I’m 
moving the motion as per sections 16 and 17 of the Audit 
Act. Under the Audit Act, “At the request of the standing 
committee on public accounts ... the auditor and any 
member of the office of the auditor designated by the 
auditor shall attend at the meetings of the committee ... 
and the auditor shall examine into and report on any 
matter referred to him or her in respect of the public 
accounts committee by a resolution of the committee.” 
Section 17 refers to “special assignments,” which this 
could also be considered as, and it reads as follows: “The 
auditor shall perform such special assignments as may be 
required by the assembly, the standing public accounts 
committee of the assembly, by resolution of the com- 
mittee, or by a minister of the crown in right of Ontario, 
but such special assignments shall not take precedence 
over the other duties of the auditor under this act, and the 
auditor may decline an assignment by a minister of the 
crown” if it conflicts with his other duties. 

The auditor can tell us whether or not this would 
conflict with his other duties. I’m going to assume, 
though, that the auditor would be in a position to under- 


take the assignment at this time because the work for the » 


audit for the year 2000 should already be complete and 





we would have that tabled in the next couple of weeks. 
So I’m assuming this would not conflict with other work 
that is ongoing with respect to this committee, but the 
auditor can advise the committee of his availability. 

I am moving this motion because I have my own 
questions, as energy critic for the NDP, regarding the 
agreement, but I’m also moving it because the Premier 
has publicly stated that he is willing to have this deal 
scrutinized. Two days after the deal was announced, on 
Friday, July 14 of this year, the Premier received wide 
media attention because he said that he is confident that 
his government’s deal to lease the Bruce nuclear station 
in southwestern Ontario to a large British energy com- 
pany will stand up to public scrutiny. Harris said 
Thursday he’d be willing to have a legislative committee 
examine the estimated $3.1-billion deal with British 
Energy to run Canada’s largest nuclear station. 

“*T certainly don’t object to that,’ said Harris.” It was 
reported in the North Bay Nugget, the London Free Press 
and the Globe and Mail, so I assume that is the Premier’s 
position with respect to this important matter. 

I have made the referral in the public accounts com- 
mittee for two reasons: I think that this committee is the 
appropriate vehicle to deal with the referral because the 
Provincial Auditor is a servant of all of the members of 
the assembly. He is independent of ministries, so the 
review would not be biased either in favour of or against 
a particular ministry or the government. Second, we all 
know that the entire work that the auditor does focuses 
on value-for-money audits, so I feel quite confident that 
he and his staff could undertake a review of this nature 
on our behalf. 

Before I give you some of my rationale or my reasons 
for wanting the lease agreement to be reviewed, I just 
thought it was important that I highlight the magnitude of 
the deal, because it is very significant. The highlights are 
as follows: 

The lease, as currently signed, would run for 18 years, 
with an option to extend for another 25. So there would 
be a significant partnership with Bruce Nuclear and OPG 
over that time, especially if the deal was extended. 

There is an initial payment of $625 million, which is 
to be paid out in three instalments. The information I 
have comes from the release that was put out both by 
OPG and by Bruce Nuclear at the time and from the 
release by the Ministry of Energy. I’m using their figures. 
The initial payment of $625 million will be paid in three 
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instalments: $400 million when the deal closes, which is 
supposed to be in the summer of 2001; $112.5 million 
four years after the closing of the deal; and another 
$112.5 million in year six. 

Second, there will be six yearly payments, which are 
referred to as rent payments—rent because the owner still 
continues to be OPG—to be paid over the term of the 
lease. The rent is based on a base and variable elements. I 
will return to that later in terms of the rationale for 
having this studied now. OPG and Bruce Power estimate 
that these rent payments will start at $62 million in the 
first year after the deal is signed and will increase to $92 
million in year 18. 

The third set of payments includes payments for the 
disposal of spent fuel and waste materials. These are 
determined based on market price and Bruce Power’s 
energy production, so they are very flexible. There is no 
guarantee around the level of payment or if a payment 
would be made. 

OPG and Bruce Power estimate that this payment 
would be about $90 million in 2002. But anything that I 
could find in the documents says, because these pay- 
ments are subject to market price and energy production 
and tied to those things, there’s no guarantee that they 
would be made in any given year. The level at which 
they would be made can’t be guaranteed either. 

Finally, what I think is also very important and one of 
the reasons I want the deal reviewed, it?s; OPG which 
assumes the cost of decommissioning once the lease 
ends. That means that taxpayers in the province of 
Ontario are responsible for these decommissioning costs. 
The OPG in its own work estimated that liability to be 
about $3.1 billion at the end of 2018, which is when the 
lease would end. OPG also said in its note that one half 
of this cost had already been set aside, but there’s no 
reference to where that fund exists and how much is 
included in it in reality. 

OPG also stated that the proceeds from the lease 
would cover all of the rest of the costs they would need 
for decommissioning in the year 2018. So the lease 
agreement is based on a revenue stream that will cover 
these costs in 2018, at least according to OPG. 

Why do I want this reviewed? There are five reasons. 

The Bruce nuclear facility was paid for by the tax- 
payers of Ontario. It’s a significant public investment, 
and I think the taxpayers deserve to be assured that this 
lease agreement is getting them value for money. I think 
the committee needs to know that, or if the province can 
really guarantee that the revenue it’s going to receive 
from Bruce Power through this lease agreement is at least 
as much as it would have received if OPG maintained the 
facility itself. That’s a really important thing for us to 
determine. 

What worried me was that at the announcement of this 
lease agreement, the Minister of Energy could not tell the 
media how much profit the Bruce complex generates 
now. If the Minister of Energy could not tell the media 
how much profit or revenue Bruce generates, how do we 
know that the lease agreement gives us at least as much 
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money as Bruce would generate for the taxpayers? We 
need to know that. 

Also, if the minister doesn’t know, or if he’s just 
reluctant to discuss the current revenue picture, I’m not 
sure how the public can have confidence that the agree- 
ment is at least as good as what is now in place, which is 
public ownership by OPG. That’s the first and over- 
whelming reason why I think their deal should be 
investigated. 

Second, it’s worth pointing out that the deal is larger 
than the Highway 407 privatization. Even the govern- 
ment members could agree that within months of the 
completion of that deal, drivers did experience very 
significant toll increases. There was just a nightmare with 
respect to people having late fine payments, having their 
licence renewals denied etc, and the government did end 
up stepping in with respect to that. 

It’s clear that Minister Wilson, in all the documents 
that I have reviewed both in his release and in the media 
reports, has publicly stated that this deal will lead to 
cheaper energy rates. He has made that very clear. OPG 
president Ron Osborne has also made that very publicly 
clear in all of the media reports. My view is we should 
take a lesson from the 407 deal and learn from it. We 
should have an independent look at this deal before the 
public is promised these lower energy rates. As such, a 
deal this big deserves significant independent public 
scrutiny. 

Third, I have a serious concern around the cost of 
waste disposal and the eventual decommissioning costs 
of the Bruce and whether the revenue that will come 
from the lease agreement will cover these. This is a 
serious issue for the public because we need to assure the 
public that there will not be a huge unfunded liability that 
the public will be responsible for when this plant is 
returned to public hands. 

The committee should be concerned by some of the 
following information then: when the select committee 
on nuclear affairs sat in 1997, they were told by the 
former Ontario Hydro that the waste disposal and decom- 
missioning cost in 1996 dollars was $15 billion. That’s 
for the whole company, for all of the nuclear assets. The 
Minister of Energy has said that the cost to decom- 
mission the Bruce is about $3 billion. That’s the figure 
he’s using. That’s the figure that OPG is using in their 
releases as well. But, if the Bruce facility makes up more 
than one third of the province’s total nuclear capacity, 
and it does, then the decommissioning costs should run 
much closer to $5 billion, not $3 billion, as the minister 
has used in his release. 

I go back to what Hydro gave the standing committee 
as information that was requested by the parliamentary 
assistant at that time, Mrs Johns. Hydro said their cost in 
1996 dollars was $15 billion. The point is that OPG has 
said in its releases that half of this cost has been set aside 
and the rest of the money will come from the proceeds of 
this lease agreement. My concern is that in fact if the 
liability is much higher, if it’s closer to what Hydro said 
it was in 1996 when it appeared before the select 
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committee, then we have to guarantee that the lease 
agreement generates revenue to cover those costs. I’m 
not convinced it does. 

We should have a review of this, because it could be 
an enormous cost for the taxpayers. Right now the 
difference is over $2 billion between what the minister 
said and what Hydro said to the select committee. What 
the agreement shows is that the costs that are being 
covered are only $1.6 billion, not higher. 

Fourth, the fixed yearly payments—those are the rent 
payments that I referred to earlier—are made up of base 
costs and variable costs. In terms of the variable costs, 
one of the elements that’s included is a share of the net 
revenue from the sale of power. One of the things that 
goes into determining how much Bruce Nuclear will pay 
OPG is the revenue it gets from the sale of power. In 
other words, OPG will receive higher rent payments if 
the price of power stays high. The minister, however, in 
all of his remarks says that this is going to result in lower 
energy costs, and so did the president of OPG. There’s a 
discrepancy there between what the minister says will be 
done and how much money OPG would get from this 
agreement as a result. 
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If there are lower energy costs, then in fact a return to 
OPG through the lease of the assets is going to be less 
than was announced when this deal was announced. I 
think that again raises the question of whether or not the 
taxpayers are getting value for money through the 
arrangement. It also reinforces the problem of whether or 
not the agreement is going to generate enough money to 
pay for the cost of decommissioning. 

Finally, I thought it was important to note that even 
supporters of Bill 35 and a move to electricity com- 
petition have publicly argued in the media that it’s diffi- 
cult to know if—and I’m quoting—‘This is a fair deal for 
the taxpayers,” as the minister has claimed, and I wanted 
to give you two examples. 

The first is Arthur Dickinson. He is the president of 
the Association of Major Power Consumers in Ontario. A 
day after this agreement was released, he said to the 
media, “It’s difficult to assess the fairness of the price 
based on the limited information available.” He also went 
on to say—and this was from the Toronto Star—that his 
association has suggested to the minister that an in- 
dependent committee be set up to advise what is an 
appropriate price. 

Secondly, Jake Brooks is a member of the Independ- 
ent Power Producers Society of Ontario and he said with 
respect to the agreement that his members “want to know 
if British Energy and its partners paid a fair price if 
others will have to compete with Bruce Power.” He also 
said, “It’s very hard to assess that without more informa- 
tion.” 

Even supporters of the government move to de- 
regulation are concerned about this deal, and have stated 
publicly there hasn’t been enough information. One of 
them has made it clear that there should be a commission 
set up to establish the terms and conditions of it. I think 
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that because these people are all going to be competitors 
in the Ontario market when it is deregulated sometime 
next spring, they are going to have to have some 
assurance that this is not a special deal for Bruce Nuclear 
which will then jeopardize their position in the market- 
place. 

In summary, I’ve tried to list five of the reasons why I 
think the OPG-Bruce Power lease agreement should be 
investigated by the Provincial Auditor. Clearly, the 
auditor will use his own framework with respect to 
assessing value for money, but it’s a starting point. The 
auditor should at least examine the analysis that was done 
for OPG by Salomon Smith Barney, their investment 
banker retained to do this deal, to determine what as- 
sumptions were used by Salomon Smith Barney to arrive 
at the figures that have been arrived at and to conclude on 
behalf of OPG that this is a good deal for the taxpayers. 
They were asked to look at a number of things, and I 
think the auditor should look at those assumptions to 
know whether the rental agreement, the payments over 
three years and the payments for decommissioning costs 
are valid based on what they saw. 

So I have some concerns. I’ve tried to outline those. 
I’m relying very much on the fact that the Premier made 
it very clear publicly that he would support a review of 
this deal. He’s been very public about that because he 
believes it will withstand public scrutiny. I hope it does, 
but I think we should instruct the auditor to take a look at 
it because this is the most important and the most 
financially significant deal that the province has entered 
into with a public asset. I think committee members need 
to remember that what we’re talking about, even though 
the partnership is with a private sector company, the asset 
in question that is being released was paid for by the 
taxpayers of this province and they need to be assured 
that we’re getting the best deal from that asset. 

In conclusion—and I don’t know if the government 
members are going to do this or not—the reason I think 
this should be reviewed now and not next summer when 
the deal is signed and concluded is because it will be far 
too late then. I’ll just give you a reference that this 
committee has dealt with. The Andersen deal was signed, 
and when the auditor had a chance to go in and take a 
look at that, we all know, because we all had significant 
problems with many of the terms and conditions, it took 
the government well over two and a half years to 
extricate itself from some of those terms and conditions. 
I’m not sure that they’re even out of it yet, and we’ll 
probably hear back from the auditor because he’s been 
looking at the new deal that has been negotiated. I don’t 
think that anyone, the Premier included, wants to go 
down that road again. 

It seems to me it would be far better for the auditor to 
take a look at the assumptions that were used, the pay- 
ments that are going to be made, the agreement as it now 
stands, because if he can make some findings and some 
recommendations that would improve the deal, that 
should be done before it’s all over. Next year, when the 
deal is signed and when Bruce Nuclear has all of its 
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operating licences in place, it will be far too late to try 
and undo some of these terms and conditions and there 
will probably be quite a huge penalty assessed against 
OPG, hence the province, because we are the sole share- 
holder, if that deal has to be redone at that time. 

The Chair: Any comments? 

Mr Bart Maves (Niagara Falls): I’d like to start out 
by asking the auditor how he feels about this. 

Mr Erik Peters: I think in a sense my feelings are not 
that important. If the committee decides to do a resolu- 
tion under section 17 of the Audit Act, I have no choice 
but to proceed. The reading of section 17 provides that 
only if asked by a minister do I have a certain amount of 
latitude because I cannot accept an assignment from a 
minister that interferes with the normal workings of my 
office. 

But there are two assignments that I have to accept. 
One is if the Legislative Assembly as a whole asked me 
to do something, and the other one is if this committee, 
by way of resolution, asked me to do something. It will 
certainly be a resource consumer of my office, because 
this is a specialized deal. I would have to probably 
acquire resources to do the assignment justice, because I 
don’t normally have people on staff who deal with 
nuclear disposal and decommissioning costs and the 
many other areas that are involved in this deal, like price 
elasticity of the energy market, for example, and to assess 
fairly all the assumptions that were made, for example, 
by Salomon Smith Barney, as mentioned by Ms Martel. 

Those are the two initial comments. 

Mr Maves: How often has the Provincial Auditor’s 
office been assigned audits from this committee? 

Mr Peters: I can’t give you an exact frequency, but 
normally we have averaged about one or two a year. 

Mr Maves: Can you provide us at some point in time 
with some examples of those? 

Mr Peters: I certainly can. 

Mr Maves: I’d appreciate that. 

I hate to do this, but what was the extent of the 
conversations that your office has had with Ms Martel 
prior to today about this motion? 

Mr Peters: There was a brief telephone call from the 
office to notify us that the motion was forthcoming and 
to get again some background on the Audit Act as to 
what sections would apply. 

The Chair: But have the merits of that situation been 
discussed— 

Mr Peters: No, they have certainly not been. 

Mr Maves: First of all, let me just say we’ve talked 
about this and don’t really have a problem with the audi- 
tor auditing the transaction in general and can support the 
motion. We have a couple of timing concerns, but that’s 
about it. 

But one of my concerns in total about this is—and you 
said one or two a year. I’m surprised by that. Do you 
have the ability to—I think you’ve just said you don’t, 
but if we gave you 10 assignments, could you turn them 
down or would you have to put aside what you were 
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planning to do and do what the committee has ordered 
you to do? 

Mr Peters: I would certainly have to come forward to 
you if this causes a—it does say under section 17 that 
“such assignments shall not take precedence over the 
other duties of the auditor under this act.” In other words, 
if the volume should be such that I may have to set aside 
other audit work, then I probably have two recourses. 
One is to approach the Board of Internal Economy of the 
Legislature and say, “Can you provide me with supple- 
mentary estimates to deal with the additional resources 
that are required?” If I am turned down on that assign- 
ment, I may have to come back to you and say, “I just 
don’t have the resources to do it.” 
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Mr Maves: So you can actually choose what you 
audit? You can choose to tell the committee you don’t 
want to do something they’ve instructed you to do be- 
cause you prefer to do some of the other audits that your 
office, on its own, has chosen to do? 

Mr Peters: Yes, but it would be principally a resource 
question. Theoretically, if I got into the situation that I 
cannot do the work that I’m supposed to report on under 
section 12 of the Audit Act, which lists whether money 
was properly spent and all these things, then I would 
have to come back to the committee and outline that I 
have that difficulty, because presumably it would not be 
in the interest of my big client, the Legislature, if my 
work were totally set aside to work for special resolutions 
of the committee. 

Mr Maves: You can always argue the resource ques- 
tion. What I’m trying to get at is what actually takes 
precedence. You might have five audits that you want to 
start to do. I’m sure your office is planning well ahead 
for different things they want to audit. You’ve got four, 
five, six things you know that you want to start audits on 
next year. Then this committee says, “No, here are five or 
six things that we want you to do next year.” You say, 
“Well, I can do 10. I can do the five I want to do and the 
five you want to do, but I need more resources.” If you’ re 
told, “No, you don’t get any new resources,” what now 
takes precedence—the five that you’re instructed to do 
by the committee or the five that you choose to do? 

Mr Peters: To be quite frank, I would have to do 
extensive research into that, because the situation simply 
hasn’t arisen. 

The other thing that has arisen and I should mention to 
you is that when I refer to the fact that a minister’s 
assignment I could decline, that is if it conflicts with my 
other duties. For example, it would prevent a minister 
from giving me an assignment on the minister’s behalf in 
the hope that I would not be reporting on the findings to 
the Legislature. That has happened in the past, where I 
have been approached and I have turned assignments 
down. 

The Chair: You’ve been approached by a minister? 

Mr Peters: I’ve been approached by a minister to do 
something. The first thing I always tell a minister under 
the circumstances is that any findings will not be con- 
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fined to reporting to the minister, but I will also have a 
reporting duty to the Legislature, so I will report on that 
to the Legislature. That has sometimes altered the assign- 
ment a little bit. 

Largely, it is not ill will; it is simply a situation where 
a minister was not aware that that was the situation. The 
incidents I can recall where that happened were minus- 
cule, and I shouldn’t overblow it. The ministers in all 
cases have acted with a very high sense of responsibility 
and respect for my office. 

The other area where I think in the past we have 
turned down one assignment from the committee, way 
back when, was simply because we found that the 
premise of the assignment did not stand up. In other 
words, the reason it was going to be examined just didn’t 
stand even the first test of scrutiny by my office. In that 
particular case, the assignment was based on a newspaper 
article where we couldn’t even get at the source to deter- 
mine what had raised the concern at that particular time. 
In that circumstance, I have gone back to the committee 
and said, “Look, I really have problems with this one.” 

The Chair: How long ago are we talking about? 

Mr Peters: This was right in the beginning, when I 
started. 

I think Mr Maves’ question was to give you a little bit 
of a history of the assignments that I’ve received. In the 
fullness of the question, I certainly will provide you with 
a list of the assignments we have conducted, as requested 
by the committee. 

Mr Maves: The other thing is, Chair, can research 
and/or the Provincial Auditor’s office report back about 
what happens legally if the committee assigned a certain 
number of assignments that competed with the assign- 
ments that the auditor’s office wanted to do and the 
Board of Internal Economy said, “No, you can’t have any 
more resources,” and so the auditor had to choose what 
took precedence? 

The Chair: I think the section is quite clear on that. 
Did I misunderstand that? He has to do his regular work 
first. If the special assignments interfere, he either can’t 
do them or he has to get special resources. If the special 
resources aren’t made available, he can’t do them. That’s 
the way I understood it. 

Mr Peters: That’s right. It says that these “assign- 
ments shall not take precedence.” That means that the 
assignments that I have determined I should do take pre- 
cedence. So these do not take precedence. 

As I said, there are two ways of dealing with it: addi- 
tional resources or deferring in terms of time—not do it 
now but do it later, when I can fit it into the schedule. But 
the act is quite clear. 

Mr Maves: You have the authority to decide to audit 
this contract on your own? The committee doesn’t have 
to tell you to do it; you can decide to audit the contract? 

Mr Peters: This particular contract? My act is very 
prescriptive in this regard. Let me outline to you what 
I’m referring to. It’s subsection 9(3) of my act. 

Largely, it arises because Ontario Power Generation is 
audited by Ernst and Young, an auditor other than my 
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office. The role would be quite different if I were the 
auditor of the organization. OPG is a crown-controlled 
corporation—in other words, 100% of its shares are 
owned by the government—but the audit is conducted by 
Ernst and Young. 

Subsection 9(3) states: “Where the accounts of a 
crown-controlled corporation are audited other than by 
the auditor, the person or persons performing the 
audit”—meaning that my first approach is to approach 
the auditor and say, “What do you know about this par- 
ticular transaction?”—shall provide us with “all working 
papers, reports, schedules and other documents in respect 
of the audit or in respect of any other audit of the 
corporation specified in the request.” 

They shall provide us—my office—when my office 
requests it, “a full explanation of work performed, tests 
and examinations made and the results obtained, and any 
other information within the knowledge of such person or 
persons in respect of the corporation.” In other words, go 
to the auditor. 

Now comes the important part, and that’s in sub- 
section (4): “Where the auditor is of the opinion that any 
information, explanation or document that is provided, 
made available or delivered to him or her by the 
auditor’—that is, the auditor of OPG in this case—“...the 
auditor may conduct or cause to be conducted such addi- 
tional examination and investigation of the records and 
operations of the agency or corporation as the auditor 
considers necessary.” 

In other words, say in the course of the statutory audit 
Ernst and Young have just done sufficient work to form 
an opinion on the fairness of the financial statements but 
have done no work on the particular deal that my office 
has been asked by you to investigate or to check into. In 
that circumstance, I can go directly into the records of the 
corporation. Section 9 would allow me that. But as a 
matter of routine, we have not conducted value-for- 
money audits of crown corporations or other organiza- 
tions, with two exceptions that I should explain. 
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We did—I forget whether it was last year or the year 
before—a value-for-money audit of the Liquor Control 
Board of Ontario, of LCBO, of which we are the auditor, 
so it doesn’t count— 

Interjection. 

Mr Peters: That’s right. Thank you, John. We were 
the direct auditor. Where I’m the direct auditor, I have 
full latitude. The only other exception, where there are 
other auditors and where we do get involved in value-for- 
money audits, is what is now called the Workplace 
Safety and Insurance Board, where a while back—I 
forget the exact year; I would say 1996-97, somewhere in 
that term—this government brought in legislation that 
value-for-money audits conducted at WSIB should be 
done under the direction of my office. We are involved 
there but through another route, although there are other 
auditors. Their work is under the direction of my office. 
That is the only other area at this moment that I can think 
of where we do such work. 
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Mr Maves: So there’s no precedent, then, for you to 
audit a contract of a crown corporation, where you’ ve 
gone in and audited a contract entered into by a crown 
corporation? 

Mr Peters: The only one I’m relating that is close to 
that is WSIB. 

Mr Maves: But it’s different. 

Mr Peters: Well, one or two a year—if they decided 
that they would give a value-for-money audit contract to 
another auditor of a contract, then that would certainly 
take place under my direction. 

Mr Maves: What kind of audit would exist right now 
from Ernst and Young with regard to this contract? Do 
you assume that one would exist, or not yet? 

Mr Peters: Not specifically, but I should relate some- 
thing to you that is important. I am sorry I didn’t think of 
it before. My office did do a review of Ontario Hydro in 
1983-84 at the request of this committee. So there is pre- 
cedent for that. We were asked to produce three reports 
concerning the finances of Ontario Hydro as they relate 
to the financial situation of the Darlington nuclear gen- 
erating construction project; of the costs of the major 
tube replacement program at Pickering A nuclear genera- 
ting station; and at Ontario Hydro’s mothballing and 
write-off program in heavy water production and fossil 
fuel generation. That work was at the initiation of the 
standing committee on public accounts in the fall of 
1983, and my office did report. 

Mr Maves: In that case, as you read to me from the 
act before, you went first to the auditors of the company? 

Mr Peters: That’s right. 

Mr Maves: And you received their audit work on that 
project? 

Mr Peters: That’s right. 

Mr Maves: And from there, if there were concerns 
you had with their audit, then you would have conducted 
something more thorough on your own? 

Mr Peters: Yes. I consider that a value-for-money 
from my work provision. Why reinvent the wheel if they 
already have done some work? Then I just have to push it 
further. So I have to do incremental work as opposed to 
starting from scratch, if there’s any information available. 
On this deal, I truly don’t know whether, for example, 
there is a chance that they may have involved their audi- 
tors on a special assignment to help them with this 
particular deal. It was new information to me when Ms 
Martel referred to an analysis by Salomon Smith Barney. 

I don’t know what the involvement there is, whether 
their auditors were involved or what work was there. We 
would have to certainly investigate. But I assure you, 
again, that there was no discussion of the work itself. I 
have not, in the last week, started any look-see, because 
the commencement of my work is really dependent on 
you giving me that assignment. Otherwise, I just won’t 
act. 

Mr Maves: Has your office ever done an audit of a 
government contract that wasn’t yet signed or had not yet 
become an official contract? 


Mr Peters: At the earlier stage? No, I think for one 
reason we did not get involved. John Sciarra, my execu- 
tive assistant, has commentary on that. 

Mr John Sciarra: Our office has performed work for 
the committee in the past on contracts not yet signed. 
One was the domed stadium, and another one was the 
sale of UTDC. 

Mr Maves: Of which? I’m sorry. 

Mr Sciarra: UTDC, the Urban Transportation 
Development Corp. Those assignments would have been 
carried out in the mid-1980s, around 1985 or 1986. 

Ms Marilyn Mushinski (Scarborough Centre): I’m 
having some difficulty hearing. What was your last com- 
ment? 

Mr Sciarra: The office has undertaken two assign- 
ments at the request of this committee that involved 
contracts not yet signed. One was the domed stadium, 
and the other one was the sale of the Urban Transporta- 
tion Development Corp. Both of them would have been 
undertaken around 1985 or 1986. 

Ms Mushinski: They were ordered by this com- 
mittee? 

Mr Sciarra: At the instruction of this committee, yes. 

The Chair: When you’re talking about additional 
resources, what are we talking about? 

Mr Peters: I can’t fully answer this right now because 
I don’t know the full extent of the deal. But, for example, 
if it involves such things as assessing the decommis- 
sioning costs, we would probably have to have somebody 
take a look at that. We have done preliminary work. The 
reason I’m stating this is that I know that, for example, 
the General Accounting Office in the United States has 
declined to give an opinion on the consolidated financial 
statement of the United States because of uncertainty of 
the decommissioning costs of nuclear plants already 
decommissioned by the US government. The initial esti- 
mate was that those costs may have exceeded a quarter of 
a trillion dollars. Those were the ones they had already 
done. So I would certainly like to get the special advice 
of people who have expertise in that area. That’s one area 
I can think of where we may want to take a look at this. 
Other areas would probably be within the purview of our 
expertise, but the decommissioning costs come to mind 
as the first area where we probably need extra advice. 

Mr Maves: Before, when we talked about assign- 
ments given to you from the committee or from a min- 
ister, you said you’d have to look and see if you needed 
extra resources. What type of extra resources do you 
think you’d need to undertake this audit? 

Mr Peters: We can more define it after, but in the one 
I just mentioned we would probably need some 
engineering expertise or some people who are experts on 
decommissioning costs, maybe even go to the Atomic 
Energy Control Board to see if they can help out as to 
how they determine the per-kilowatt-hour rate they 
normally prescribe that nuclear power facilities set aside, 
expertise like that. They would be acquired under 
contract. 
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Mr Maves: Presumably your office is fully stretched 
on what it is auditing right now and the audits that are 
being undertaken. 

Mr Peters: Yes, but as I pointed out, I would probably 
use subsection 9(3) and approach the existing auditors. 
The arrangement we have made in the past is that we 
would make an arrangement whereby OPG, Ontario 
Power Generation, may want to participate in the cost of 
this examination, this audit, because it’s in their interests 
as well. 

Mr Maves: So this wouldn’t displace any of your 
staff right now from what they’re doing? Would it dis- 
place any ongoing audit that you’re currently doing? 

Mr Peters: At my current staffing level I would have 
to scramble for resources; let me put it that way. 

Mr Maves: OK. If this motion hadn’t come forward, 
or if we don’t pass this motion, do you have the authority 
to review this deal? Can you decide on your own that 
now you want to go ahead and do a review of this deal? 
1050 

Mr Peters: Certainly I do if it becomes of signifi- 
cance. Let me just stray potentially into another area here 
at, presumably, my own peril. One of the areas that is 
certainly of great interest to my office is what happened 
when the government declared itself as owner and con- 
troller through shareholdership of the former Ontario 
Hydro. If you'll recall, at that time there was significant 
identification of so-called stranded debt. There is a con- 
cem, an ongoing concern of my office—there simply has 
to be—as to what is the risk to the taxpayer as opposed to 
the risk of the ratepayer in the government taking over 
this stranded debt. If there are transactions such as this 
that are of sufficient magnitude that they may influence 
that risk, we may decide that we would take a closer look 
at it. I won’t close the door to it, but it’s not open at this 
moment. 

Mr Maves: You said you’ve had conversations and 
concems already in your office. It sounds like you’re 
intending to do some work in this area. 

Mr Peters: I have already signalled that in my 1999 
report, in which I specifically asked that a valuation be 
carried out of the plan of the government to defease the 
stranded debt. As you know, or you may not know, there 
is a significant plan that was undertaken which, actually, 
Hydro One and the Ontario Power Generation company 
were deemed to be taxable corporations, and so the so- 
called PILs, payments-in-lieu, came about, which are 
payments in lieu of taxes, treating those two corporations 
as if they were taxable. Those amounts are supposed to 
be defrayed. 

There is also a potential coming out of something 
called a debt restructuring charge, now called the DRC, 
which has not yet been imposed but will probably have to 
be imposed on the ratepayers to pay for the stranded debt. 
Another element, certainly, are any profits that accrue to 
these corporations out of privatization deals that are 
going to be struck. That’s certainly part of the equation of 


how this debt is supposed to be defeased. That debt, as . 


you probably know, is significant. It approaches $20 bil- 





lion. So that is an area of interest and we have a watching 
brief on it. 

Mr Maves: This contract, though, in particular, you 
could choose at some point in time to do a value-for- 
money on that contract. 

Mr Peters: Yes, we could. 

The Chair: But only after it’s signed, or before it’s 
signed as well? 

Mr Peters: There is one difficulty that we always 
have with contracts before they are signed. That’s why 
actually I would prefer the assignment, in terms of 
timing, before it is signed only at the instruction of the 
committee. Otherwise, it may interfere with the inde- 
pendence. Otherwise, I get involved with the contract and 
there could be an argument made subsequently that, “We 
acted on advice from the Provincial Auditor and how 
dare he now report on the audit, that it didn’t go this way 
or that way, to the Legislature?” So I would be involved 
in—if I opted to do it myself, it would be considered of 
difficulty in terms of the independence of my office that 
you rely on as legislators. 

Mr Maves: So typically, then, if you did do such a 
review, you’d do it once it was concluded. 

Mr Peters: Yes, most likely. 

Mr Richard Patten (Ottawa Centre): May I ask a 
question? I thought the lease had already been approved. 
I thought there was a lease arrangement that was ap- 
proved. Is that not already approved? The licensing 
hasn’t been approved, but I thought the lease deal had 
been approved. 

Mr Maves: My understanding is the agreement is not 
an agreement until the Ontario Energy Board and the 
Canadian whatever it’s called now— 

Mr Patten: The Canadian Nuclear Safety Com- 
mission. 

Mr Maves: —right—approve it. 

Mr Patten: My understanding is they’re not looking 
at the nature of the lease as much as the safety arrange- 
ments. I don’t know what the energy board is looking at 
specifically. That was one of my questions. Would they 
be looking at those sorts of questions that we ask you? It 
seems to me they probably wouldn’t, would they? In the 
approval of the arrangement, what would the energy 
board be looking at or considering? 

Mr Peters: I don’t think I can give you a fulsome 
answer because I have not looked at the full role, but the 
normal role, as I understand it, of the energy review 
board is actually to get into the rate-setting exercise more 
than any other issue that is before them. They would 
certainly not look into, to the best of my knowledge, 
value for money from operations. They may ask ques- 
tions in their rate-setting process. 

The Chair: OK, Ms Martel, just on that issue. 

Ms Martel: OPG provided a backgrounder when this 
package was announced and they have a chronology of 
the process. It says July 2000: the shareholder, which is 
the government of Ontario, “grants approval following 
advice from SuperBuild Corp and its financial advisors, 
Goldman Sachs and CIBC World Markets.” And then it 
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has after that, “Announcement of the agreement with 
British Energy.” So cabinet has approved this deal as the 
sole shareholder for OPG. 

If this deal is done— 

The Chair: Do you want to hand that to the com- 
mittee? OK. Getting back to Mr Maves—no? Mr 
Hastings. 

Mr John Hastings (Etobicoke North): I’d like to 
pursue a little more detail and depth of previous audits 
undertaken at the entry or midpoint of a contract. In the 
case of SkyDome or the UTDC, how far along had those 
deals been negotiated before the committee made specific 
requests that there be an audit undertaken, particularly in 
the case of SkyDome? Do you recall? 

Mr Sciarra: I can speak to the SkyDome one. My 
recollection of the UTDC—I’d have to go back to our 
working papers. But with SkyDome, the province of 
Ontario had committed some money, $30 million, toward 
building it. My recollection is that the competition had 
not taken place as yet at the time the committee re- 
quested. The competition to build the SkyDome had not 
taken place. 

Mr Hastings: In the instance of the UTDC? 

Mr Sciarra: I’d have to go back to our working 
papers on timing. 

Mr Hastings: Mr Peters, what is the premise or 
premises that you start on in examining deals, contracts 
in progress, under negotiation? For example, Ms Martel 
mentioned, I think in item 3, the value-for-money 
proposition about the $2 billion on the decommissioning. 
Is that a valid premise, that—if this committee did pass 
this motion, how would you test the validity of the 
premise in either item 3 or 4 that she presented as 
rationales for looking at this particular Bruce deal? 

Mr Peters: With regard to whether the $3 billion 
represents an appropriate proportion of the $15 billion 
that was mentioned in 1996 at 1996 dollars, we would 
certainly take a look at how the $15 billion was 
developed and determine from that as to what in fact was 
factored into that amount for the Bruce nuclear plant. 
That would be the beginning of it, to give you an 
example. 

With regard to the benefit of looking at a contract that 
is done, maybe I can make two comments. Normally, our 
approach is to allow the government to learn from our 
findings; in other words, to use our findings and recom- 
mendation as a constructive input into the way such deals 
will be structured in the future, to take the elements that 
we have concerns with into account when future deals are 
being struck. 

The second point in that regard is that certainly the 
entire Energy Competition Act was introduced in order to 
privatize. There is a learning curve in place right now 
about how we best privatize deals, and this seems to be 
the first big one. I would see a benefit from learning what 
went right and what went wrong in a contract like this. 
1100 

Mr Hastings: Under the Audit Act, you have the 
power to order all papers, all documents, all data, every- 
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thing about a contract in negotiation. Is that your inter- 
pretation and practice under the act from the previous 
investigations you’ ve undertaken, audits? 

Mr Peters: Yes. Section 10 of my act is very clear. It 
says, “the auditor shall be given access to all books, 
accounts, financial records, reports, files and all other 
papers, things or property belonging to or in use by the 
ministry, agency of the crown or crown-controlled cor- 
poration and necessary to the performance of the duties 
of the auditor under this act.” In other words, I have 
access to all information that I require to carry out this 
assignment, should you decide to give it to me. 

Mr Hastings: In that instance, given that as it is, what 
specific additional safeguards are put in place, if any, 
regarding how those materials are utilized during an 
audit? 

Not having been around here very long but in other— 
you read about it in the media. We just saw an example 
not long ago, 24 hours ago, that documents, particularly 
in sensitive negotiations—I don’t know what happened 
with the UTDC or SkyDome or the Darlington situa- 
tions—tend to get legs. They tend to have two-legged or 
four-legged movement sometimes. I’m very interested in 
what your office or the auditor would do—in this case, 
Ernst and Young then, because they’re the folks who are 
doing the audits for the power companies. What special 
provisions would be taken to absolutely ensure—we’re 
not talking about a degree of absolutism, but a 100%-plus 
absolute assurance—that none of those documents, 
whatever it is, since your office gets access to them, ends 
up walking? That’s my primary concern. 

Where governments are involved in negotiation of 
commercial contracts—I’m not saying this would 
happen. I don’t know that it has happened in the instance 
of an audit, but it certainly happens with cabinet docu- 
ments. If it can happen with a cabinet document, whether 
it’s stamped with however the grade of confidentiality, 
how do we ensure that you don’t have any of that occur- 
ring in those situations where your office does get the 
authority or when even you decide on your own to audit a 
particular ongoing contract? 

Mr Peters: Let me begin by answering that question, 
and this is not the whole answer. The first one is that I 
consider the Audit Act a very well balanced piece of 
legislation in that regard because it says very specifically 
that I personally, “the assistant auditor and each person 
employed”—by my office or appointed to assist the 
auditor for a limited period of time; that is my con- 
tractors—“shall preserve secrecy with respect to all 
matters that come to his or her knowledge in the course 
of his or her employment or duties under this act and 
shall not communicate any such matters to any person, 
except aS may be required in connection with the 
administration of this act”—in other words, we can talk 
to each other about what we saw—“or any proceedings 
under this act or under the Criminal Code.” For example, 
we had great difficulty because in a civil action records 
were requested. I actually engaged legal counsel to argue 
with the judge that this information was not available 
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from our office because it was a civil matter, not a 
criminal matter. 

Two, all our premises and our working papers are 
constantly under lock and key at all times. One other 
important issue is that legally my office is totally exempt 
from the Freedom of Information and Protection of 
Privacy Act. In other words, even if a request is made to 
my office, I turn it down automatically. Nobody will get 
the information from my office. 

Another section that is of importance here is section 
19 of my act, under which I cannot even provide working 
papers if you ordered me to. 

Mr Hastings: That is the committee. 

Mr Peters: No, the Legislature as a whole even and 
the committee, anybody connected. Section 19 of my act 
specifically is very short. It says, “Audit working papers 
of the office of the auditor shall not be laid before the 
assembly or any committee of the assembly.” So all my 
physical arrangements and the code of conduct that I’ ve 
installed in my office, of which I have a very solid one, 
are designed to safeguard the information at all times. In 
fact, we go to great lengths to preserve that. In my office, 
a lot of people are instructed to have locked filing 
cabinets and all that sort of thing. 

Mr Hastings: That’s really somewhat reassuring. If 
you got into an audit, given now that we have widespread 
e-mail, widespread faxing—it’s very convenient—this 
could happen; I’m not saying it will. What specific pro- 
visions would you take with regard to someone, Ernst 
and Young or whoever the auditor of the crown agency 
is, needing some info on a particular document and it gets 
faxed? This could take I don’t know how many months. 
How do you update your protections regarding e-mails? 
We’ve seen in other governments what’s happening 
there. 

Without mentioning where in the world, certain e- 
mails are now being subpoenaed in a certain country. 
Would you not have any e-mail on this whole project, I 
would assume, between office and office? Would it all be 
physical basic pigeon-type communications? Would you 
have to actually move the stuff from A to B if that was 
required? 

Mr Peters: I’m very concerned about security safety. 
At the moment, my office runs three servers. The server 
with confidential information is not accessible by the 
outside. It’s only accessible by computers within my 
office. Staff cannot transfer data out of that server into 
any other server, because the connection just does not 
exist. 

Mr Hastings: It’s a deadbolt-type server. 

Mr Peters: It’s totally stand-alone. Nobody can get 
into it. Even my office staff cannot get out of the second- 
level server which is my own internal server that runs my 
office. Then there’s a third level of server which is where 
we do connect to at least the government system so we 
can import information from government departments or 
my staff can file information from a ministry in that area. 
That is, again, separated. 


COMITE PERMANENT DES COMPTES PUBLICS 


P-271 





There have been incidents of security breaches 
through hackers and others. Every time that occurs—I 
think we are running right now about three firewalls even 
on that system—my information technology staff is 
aware at all times. For example, we know of viruses a lot 
longer before other people know and people are 
instructed, “You can’t do this.” 

Faxing information in and out is fairly well controlled 
because the fax machines in my office are controlled by 
my staff, and my staff is, again, bound by these rules. As 
long as I’ve been Provincial Auditor, we’ve had one 
situation where somebody decided to misuse that inform- 
ation, and we took very swift action. That person was 
dismissed. 

1110 

Mr Hastings: I would assume in these instances you 
have a standby protocol you’ve established with the 
external auditor, whoever it might be, whatever agency, 
if you or your office undertook a specific, compre- 
hensive, independent audit and came back to the com- 
mittee, whether it be this or any other. 

Mr Peters: Very much so. We would immediately 
meet with a firm and establish that protocol. We have 
two levels of protocol; one is a protocol that exists for 
audits that are under my direction, where the other 
auditor does the work. Then there is also a protocol 
where, in certain circumstances, private sector firms have 
a contract to conduct audits as an agent on behalf of my 
office. When they act in this agency capacity, there again 
is a protocol as to how we deal with it. 

Much of that is also regulated by the regulations set 
out in the handbook for chartered accountants by the 
Canadian Institute of Chartered Accountants, which 
requires certain protocols and procedures to safeguard the 
independence and reliability of the work. 

Mr Hastings: It sounds, then, like we’ve pretty well 
covered most or all of the bases for confidentiality in this 
kind of a situation. This might be a little unfair and you 
may not want to answer it: because of these levels of 
protocols and the extensive safeguards you have in place, 
do you think these standards could be utilized by any 
level of government, even if they weren’t doing anything 
with an outside commercial agency, negotiating any kind 
of a contract, buying fertilizer or a roads contract or 
anything? Would it be good stuff that you could pass 
along? 

Mr Peters: Yes. In fact, it is certainly on my platter to 
do a security audit of information technology in the gov- 
ernment. We just haven’t got around to it. But that would 
be one vehicle that I could use of sharing standards and 
information. Otherwise, we certainly assist ministries, 
wherever we can, where we find difficulties. Even if we 
look into other areas, information technology is always a 
component of our audit. 

For example, recalling back, I think we reported it on 
one major system where we found that there was a lax 
approach to passwords, failure to identify individuals 
who had actually accessed data. That becomes a 
reportable item. It may not reach this committee level, 
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but, as you know, we try as best we can to be of service 
to the ministries. So there are certain items that will be 
dealt with at the management level, because for every 
report that you get there is also what is called a final draft 
report to the deputy minister, and that very often has 
items in it that I don’t think are worth your time to debate 
but certainly are worth the deputy minister’s time. I 
normally get very good, solid commitment from the 
deputy minister and the senior management of the 
ministry or the auditee to implement those. Sometimes 
they are so serious that we insist on fixing it right now. 
It’s actually nice to have that lever, “I’ll report to the 
Legislature if you don’t,” if you think this thing is very 
serious and has to be fixed now, and it gets fixed. 

Mrs Julia Munro (York North): My question goes 
back to an earlier comment a few minutes ago with 
regard to the mandate of the Ontario Energy Board. My 
understanding was that there had to be certain criteria 
met in any arrangement that the Ontario Energy Board 
was to approve. There was a conversation a few moments 
ago about the possible limits of that approval. I just 
wondered whether or not you could give us any ideas, 
from your perspective, in terms of the limits of their 
approval. 

Mr Peters: Offhand, I really can’t. I think the only 
thing I can do at this point is really emphasize to you the 
different roles that we play. The energy board is, 
essentially, a rate regulator that is to serve and protect the 
energy-electricity ratepayer, as well as the continuation 
of the energy provider as a viable energy resource to the 
province. My role is, as you know, a totally different one, 
as the auditor. 


So I don’t think they would be particularly interested 
in getting into value-for-money issues, leaving that for 
the management to decide, but they would be, rather, in 
the business of setting parameters within which they can 
operate; in other words, providing a rate of return or 
setting a rate for electricity and then leaving it up to 
management how they achieve viability within those 
rate-setting parameters. 


Mrs Munro: Would you think, then, given the nature 
of this arrangement for approval, that they would have to 
expand it in order to meet their obligations? I guess the 
normal course of business would be municipalities and 
consortiums and things like that. This issue is of a con- 
siderably greater magnitude. I’m just wondering if it 
would be reasonable to assume that they would have to 
look at this from the point of view of that increased 
magnitude. Would you see them having that kind of 
ability within that mandate that they have? 


Mr Peters: I don’t think so, and maybe, John, you can 
check me up on this one. To the best of my knowledge, 
when Ontario Hydro was broken up under the restruc- 
turing, there was only one organization left in there that 
is subject to review by the energy board, and that is 
Hydro One. I don’t think OPG is a rate-regulated entity. 

Mr Sciarra: We’d have to check the new legislation 
that provides new powers for the Ontario Energy Board. 


We don’t have it handy right now, but we can get back to 
the committee. 

Mr Peters: My instinct, though, is that OPG is not 
rate-regulated, because it is a vendor within the system. 
The energy review board would regulate the rate that the 
consumer of electricity pays, but OPG actually sells its 
energy to Hydro One, and then Hydro One is the rate 
regulator, because they have to deal with how they sell it 
to the final consumer, in this case the municipalities, and 
the municipalities are rate-regulated as well. The power 
generator is, to the best of my knowledge, not regulated, 
but that’s subject to verification. 

Mrs Munro: My point was simply that, given the fact 
that this was the root that was identified as the area that 
would have the ability to pass on some level of approval, 
there must be within their mandate something that would 
allow them to look at this, given its magnitude. 

Mr Peters: That’s what I would have to verify. My 
answer to that is really that my instinct is that they 
wouldn’t get involved, because OPG is not under their 
purview. 

Mr Patten: I’d like to support the motion. I appreciate 
the concerns that were brought up on the other side. The 
committee does not have a history of irresponsibly 
bringing forward, year after year, a whole series of these. 
I think the last one was probably about 10 years ago. 
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But I think, given the magnitude and the importance— 
I have a copy of the application of the Bruce power 
generating corporation to the Canadian Nuclear Safety 
Commission. I understand that their standards are pretty 
stringent, but they would be looking at the safety aspects. 
If anybody wants a copy of that, they can have it. Their 
application was essentially based on the taking over of 
the operations from—what is it? 

Ms Martel: OPG. 

Mr Patten: OPG. Therefore they are making the case 
that this should almost, pro forma, be accepted. I don’t 
think that’s going to happen. I think there will be more of 
a review, so I’m not worried about that aspect. 

I had asked this question, and we don’t have a 
definitive answer, but I don’t think the Ontario Power 
Corporation likewise will be reviewing the nature of the 
lease and the significant implications for down-the-road 
arrangements for decommissioning, which may end up 
on the taxpayers’ laps. 

One of the arguments is that there is a learning curve 
in this instance that may benefit us as we get into it, and 
given that the Premier said he’s supportive of having this 
examined, I for one would be happy to support the 
motion. 

The Chair: Any further comments? 

Ms Mushinski: Actually, I did have a few questions. 
I'd like to revisit the 1985 committee request for the sale 
of UTDC and SkyDome. Could you just very, very 
briefly describe what the process was that led up to that 
review and what the outcome of the review was? I’m 
assuming that the sale of both of those provincial— 
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Mr Sciarra: The SkyDome was to build the facility. It 
wasn’t the sale. 

Ms Mushinski: Oh, it was to build; it wasn’t to 
divest. 

Mr Sciarra: That’s right. 

Ms Mushinski: In 1985? 

Mr Sciarra: Yes. That’s when it started. 

Ms Mushinski: UTDC? 

Mr Sciarra: I think it was 1986; 1985 or 1986. 

Ms Mushinski: Tell me what you recommended. 

Mr Sciarra: With the UTDC, Id have to go back to 
our working papers; the timing is fuzzy. But with Sky- 
Dome, my recollection is that the province committed to 
invest $30 million and there was a consortium set up as 
well to participate in the building of the facility. The 
committee in 1985 passed a motion instructing the 
Provincial Auditor to review the financing of the building 
of SkyDome. Then we reported to the committee— 

Ms Mushinski: But what was the intent? Was it to 
determine value for money? I’m trying to figure out what 
the political intent was. Was it to stop any divestment? 
Was it to stop the sale of UTDC? 

Mr Sciarra: There were political concerns, I suppose, 
but from our perspective— 

Ms Mushinski: You don’t venture into those, of 
course. 

Mr Sciarra: —we looked at the financing arrange- 
ments that were in place at that time and what was being 
contemplated to get to the point of building. We reported 
to the committee, and it was mainly a financing report. 

Ms Mushinski: I would appreciate a review of that 
and if you could just come back with your findings. I’d 
like to know what actions were taken. Clearly, we want 
to know today if this deal that has been struck actually is 
going to provide value for money. 

I guess it leads to my next question with respect to, I 
suppose, the status of the deal. The deal has to be 
approved through the issuance of a licence by the federal 
body, which is— 

Mr Patten: The Canadian Nuclear Safety Com- 
mission. 

Ms Mushinski: I’d appreciate receiving a copy of that 
too, Richard. 

Mr Patten: Sure. 

Ms Mushinski: Are you aware of what the require- 
ment for due diligence is between the federal body, 
which is the Canadian Nuclear Safety Commission, and 
the Ontario Energy Board receiving the licence? What’s 
the requirement? Is there an audit of that function—the 
issuance of the licence? 

Mr Peters: The audit of the safety function or the 
audit of the regulator itself? 

Ms Mushinski: Obviously there’s not going to be an 
audit of the Canadian Nuclear Safety Commission, 
because the Ontario Energy Board is making the 
application. The due diligence component, which deals 
with health, safety, security and environmental protec- 
tion—and clearly my reading of Shelley’s motion would 
include those four aspects as well. What due diligence is 
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performed to ensure that those four functions are satisfied 
in issuing the licence? 

Mr Peters: I assume it would follow the process 
under any licensing arrangement. In other words, the 
licence grantor spells out the licensing conditions, and 
there have to be presentations by the organizations that 
want to have licences to make application and support, if 
you will, what is actually a promise of performance to 
those licensing conditions. 

Most licensing bodies do have a review or investiga- 
tion function to subsequently check, in cases where they 
detect a breach of the licence—and that actually happens 
in many areas. They also do it by giving term licences; in 
other words, saying, “Three years from now you have to 
come forward and say what you did before we renew you 
again.” Those are the normal processes that follow. 

The process of my office’s involvement in those areas 
is very often to follow, to track through if they are actu- 
ally doing the job; for example, that they are renewing 
licences and are doing the necessary work to determine 
whether they actually can renew a licence or should stop 
it. 

Ms Mushinski: This sort of led to my concern about 
the timing, because if certain aspects of Shelley’s motion 
are actually going to be conducted as a result of the 
issuance of the licence and the licence hasn’t been issued 
because those have to be fulfilled, how can you deter- 
mine at this stage what a value-for-money audit would do 
until the licence itself has been issued? 

Mr Peters: At this stage, we would probably have to 
rely on the process itself, but certainly we would have to 
take a look at the promises of performance that are 
demanded by these licences, and some assessment would 
be done. For example, what if one of the licensing bodies 
decides not to grant a licence? Is that part of the 
condition of the contract? Does it undo the contract? 
Which part of the contract does it undo? What are the 
remedies? What penalty clauses are put into this agree- 
ment on behalf of the taxpayer to safeguard that the deal 
is proper? That would certainly be one of the questions— 

Ms Mushinski: OK. Let’s pursue that a little further. 
Who would be responsible for that, given that the 
minister has undertaken this arrangement? If the federal 
government refused to issue the licence because certain 
aspects of that arrangement have not been fulfilled, 
whose responsibility is it to carry out the minister’s 
order? 
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Mr Peters: That would most likely rest in the 
contractual arrangement they have entered into. For 
example, I just noticed that the Electricity Act, section 
53, says, “The Generation Corporation and the Services 
Corporation,” which is Hydro One, “shall submit such 
other reports and information to the Minister of Energy, 
Science and Technology or the Minister of Finance as 
each of those ministers may require from time to time.” 
So we certainly would look, to begin with, for reports to 
the minister that say, “These are the ‘what-if’ scenarios.” 
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Ms Mushinski: So, again, it can be argued that this 
motion is premature, given that the licence has not yet 
been issued and because we don’t know if all of the 
aspects leading up to the issuance of the licence have 
actually been fulfilled or met. 

Mr Peters: In one sense, not really. On all these 
arrangements, what we would be looking for, from a 
value-for-money point of view, is that there are sufficient 
safeguards in the contractual arrangement to deal with 
that eventuality. Our report in this case would be, if there 
are no safeguards—in other words, assume for a moment, 
which I doubt very much we will find, but just totally 
hypothetically, that there is no provision for penalty 
clauses in case one of those licences is not granted. 
Certainly we would have to report that to you. That 
would be part of our report, because that would be a 
deficiency of the contract. 

So it wouldn’t be depending, necessarily, on whether 
the licence would be granted, but we would comment 
already that there was insufficient care given or attention 
paid to “what-if” scenarios if licences are not granted. I 
think that would be valuable advice to the Legislature. 

Ms Mushinski: I think we need to caucus on this for a 
few minutes. Could we take about a 15-minute break? 

The Chair: OK. May I just hear one, and then I’ll get 
back to your motion. 

Ms Martel: Before the government side does that, 
may I try to respond to some of the concerns that were 
raised, and hope this might help their deliberations? 

Interjection. 

The Chair: I thought we’d just listen to Ms Martel to 
address some of the concerns and then, sure, we can 
recess for a few minutes. Absolutely. 

Mr Peters: Chair, to help the committee, and I think it 
may help you, may I just add that since I’ve been 
Provincial Auditor there was one contract we did audit, 
and that was the construction contract of the Workers’ 
Compensation Board building on Front Street. 

Ms Mushinski: I’m assuming that the information is 
going to be coming back for further consideration next 
week. It would be really nice to see a report on that 
particular— 

Mr Peters: That was a value-for-money one. I can 
gladly table that. That was tabled in 1993 or 1994. 

The Chair: Can we have that before our meeting next 
Thursday? Could we have copies of that, let’s say, by 
Tuesday so the committee members can take a look at it 
beforehand? 

Mr Peters: Absolutely. 

Ms Martel: A couple of things. The premise on which 
this was moved was two things, really: first, the mag- 
nitude of the deal. All things being equal, the minister 
has said it’s about $3.1 billion. The asset itself is worth a 
significant amount of money, even if some of the reactors 
are down. So the issue for me continues to be, does the 
agreement, ie, a 20-year lease, reflect the best we can get 
from this partner, or is it about the same or less than the 
revenue that OPG itself would generate if it continued to 
run it? That is what’s at the heart of this for me. 
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It’s a huge deal. Clearly, Bruce Nuclear stands to gain. 
Clearly, they are giving proceeds back to the province. 
The issue is, they are using a public asset, and does the 
deal reflect the best revenue we can get from the use of 
that asset by them over the next 20 years? I think that’s 
significant, because the money involved here is very 
significant. It’s the biggest deal that has ever been done 
in the province. 

Second, I take the Premier at his word when he says 
he’s confident that the deal would face up to public scrut- 
iny. The reason I referred it to this committee rather than 
trying to get the standing committee on nuclear affairs 
reconstituted was because the auditor does this work 
already as part of his work. Yes, it’s clear he would have 
to have additional resources because there’s some expert- 
ise his office doesn’t have. But his work is value for 
money. Whether we sometimes like his recommendations 
or not, I don’t think anyone could argue that he is parti- 
san in any way. For me, it would be the most independent 
forum we could get to look at the terms and conditions 
and whether or not it’s good for the taxpayers. 

The need for additional resources: if this went to 
another legislative committee, we would have to ask for 
additional resources as well. Even the select committee, 
when it sat and did this work, had to contract or purchase 
the services of a number of experts to provide them 
information and to check some of the information that 
came from OPG. I don’t think that is out of line with 
what would have to be done anyway in another com- 
mittee. If the auditor has to do that, so would another 
committee that was looking at this, because we don’t 
have the expertise in-house to do this work. 

We heard already that contracts have been looked at 
before they have been signed; references were made to 
that. In this case, when I read the package, given that 
cabinet has given its approval for the financial deal and 
that cabinet is the sole shareholder, I believe that to mean 
that the financial transaction is set, is in place. 

What remains is that the new company that wishes to 
operate the reactor now has to go and get the approvals 
with respect to safety, staffing, the configuration of 
staffing etc from the federal agencies and then from the 
province, approval on what the electricity rate will be at 
which it will sell into the market, because that is what 
OEB has been doing, for example, with any number of 
municipal electrical organizations that have come before 
them recently. 

The financial deal in terms of what Ontario gets has 
been signed and is not—as I didn’t read anywhere in the 
document—subject to the other permits and licences that 
this company has to get in order to operate. Those 
licences and permits have to do with safety performance, 
staffing etc. We should clearly make that distinction. 
What I’m asking the auditor to look at is the financial 
transaction itself. What are we getting back in terms of 
revenue from this deal? What has been agreed to? 

Bart asked whether or not his office might do this, and 
the auditor said, “Well, the issue of stranded debt con- 
tinues to be a concern.” It’s a concern even in this deal. I 
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didn’t raise it, but some of the people I mentioned who 
are proponents of the deregulated market also made it 
very Clear that they thought stranded debt and payment of 
it should be a component of this deal. I didn’t raise that 
as something he could look at, but clearly others have. 
There is some argument to be made, given his concerns 
that he already has around that issue, that could be easily 
rolled into an examination of this agreement, because it 
has been referenced as a concern by other people as part 
and parcel of this agreement. I can provide the references 
to the committee if they need that. 

With respect to issues 3 and 4, particularly the decom- 
missioning, it’s important to raise again that my concern 
is that we know a part of the money that comes from this 
deal will be applied to decommissioning costs. My ques- 
tion is twofold. Have the decommissioning costs been 
underrated and therefore we will receive less money than 
we need to from this arrangement to meet those costs? If 
that’s the case, we need to know that. Maybe $3 billion is 
in actual fact what is necessary to deal for the Bruce, in 
which case we hope the money that will come back from 
the lease agreement will meet those costs. 

The decommissioning costs are an important com- 
ponent of this deal and important to investigate, because 
we need to know whether enough revenue is coming 
back to the province from Bruce nuclear to pay for those 
costs. If not, the public is going to end up with a huge bill 
20 years from now, or 18 years from now, if this is 
turned back to public hands. 

Finally, I just reiterate that we’re talking about a huge 
amount of money here. If the Premier is prepared to have 
it scrutinized, we should do it. We don’t know the 
assumptions that were made by Salomon Smith Barney, 
who were retained by OPG to do the work. I hope those 
assumptions are correct. If they’re not, we’d rather know 
that now and deal with that now before this contract 
really gets rolling and before we find, if we do, that the 
arrangement does not benefit the taxpayers. We want to 
know that before rather than 10 years down the road from 
now. 

The Chair: Do we want to recess? 

Ms Mushinski: I thought Shelley was actually going 
to speak to our request for a 15-minute recess. We’d like 
to come back before 12. 
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The Chair: I was going to say, if you want more than 
10 minutes, then we should adjourn and deal with it next 
week. If you only need 10 minutes, then we’ll deal with 
this right away; we’ll deal with it today. 

Interjection: I would move adjournment. 

Mr Maves: If it’s going to be more than 20 minutes, 
I’m of that mind too. 

The Chair: Is there an agreement then to defer the 
motion until next week? Agreed. 

Mr Maves: Before we adjourn, maybe Ray and the 
auditor can revisit all the requests that have been made 
for extra information for next week just so we’re clear on 
what we’re getting. 

Mr Peters: I understand we’ve only one, and that is 
what audits have we conducted. 

The Chair: And what the outcomes were with respect 
to the SkyDome and the UTDC deal and the workers’ 
compensation. What was it you specifically requested of 
Ray? 

Mr Ray McLellan: I was going to say that in 
addition—John had mentioned the initial review of Sky- 
Dome; I think it was 1984-85—the committee came back 
in the late 1980s, I think it was 1988, when they started 
to run into financial troubles, and we looked at it again. 
My recollection, going back a number of years, is that we 
didn’t report on it, but we went through a second review 
and spent some time on it. ’ll go back and have a look at 
the files to see what came out of that. 

The Chair: If that information could— 

Mr Maves: I think that more information was actually 
requested throughout this two hours. Can we get a rush 
on Hansard so we can go back and review it? 

Ms Martel: Chair, so we’re all clear, could you also 
find out what exactly the OEB would be doing with 
respect to this? 

Mr Maves: Can we get a rush on Hansard to help me 
remember what was requested? 

The Chair: We’ll put in a request and hopefully that 
will be done. 

Our first order of business next week will be to deal 
with this motion and, after that, to deal with the FRO. 
The MTO report will be ready then as well. Meeting 
adjourned. 

The committee adjourned at 1143. 
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The committee met at 1004 in committee room 1. 


COMMITTEE BUSINESS 


The Chair (Mr John Gerretsen): I’d like to call the 
meeting to order, please. First of all, I’d like to compli- 
ment the staff for providing us with all the necessary 
background information as quickly as they did. We 
appreciate the speed with which that was done. 

We’re currently dealing with the motion that was 
brought forward by Ms Martel, and the auditor wanted to 
make a few comments with respect to some of the 
questions that were raised last week. 

Mr Erik Peters: There was a whole raft of questions, 
as you will remember, raised in the meeting and you 
probably have quite a package in front of you, which 
resulted from those questions that were given. 

Mr Maves asked about the frequency of special as- 
signments requested by the committee. I had said at that 
stage that I could not give an exact frequency but that 
normally we have averaged about one or two a year. In 
fact my office has handled a total of seven special 
assignments from this committee since I’ve become the 
Provincial Auditor. 

The Chair: That’s about one per year, then. 


Mr Peters: Yes, on average. One year it was three and 
then there were other years where we had none. You 
have the reports and I will point out to you some of the 
more relevant ones in the process. 

Mr Maves also asked us to provide the committee at 
some point in time with examples of past assignments, 
and we have prepared a listing of the special assignments 
performed by the office for this committee pursuant to 
section 17 of the Audit Act covering the period from 
1985 to 1999. I believe the clerk has distributed those to 
you. 

Mr Maves also asked what would happen legally if the 
committee assigned a certain number of assignments that 
competed with assignments my office wanted to do and 
had selected actually, based on risk assessment, to do. I 
responded that the act says such special assignments shall 
not take precedence. If I may elaborate on that for just a 
moment, resourcing is, as I mentioned to you, always a 
consideration for my office. Up to now we have been 
able to respond to the committee’s requests without 
causing disruption of our audit plan. 


What we foresee with this assignment is that we 
would like to acquire some expert assistance in carrying 
out the work required by this motion. In this regard, 
relevant is section 23 of the Audit Act, which I would 
like to read into the record: 


“Subject to the approval of the board”—of internal 
economy—“‘the auditor from time to time may appoint 
one or more persons having technical or special knowl- 
edge of any kind to assist the auditor for a limited period 
of time or in respect of a particular matter and the money 
required for the purposes of this section shall be charged 
to and paid out of the consolidated revenue fund.” 


In other words, the point is that this money does not 
increase my budget. I go forward with the estimate to the 
Board of Internal Economy. They give me money. For 
this money I have to get special approval, but when it 
comes through it’s charged, if you will, below the line as 
a statutory item against the consolidated revenue fund. 
It’s a small technical difference, but I have to point it out 
to you. The only other area incidentally that is in that 
section is my salary. So it would be a non-budgetary 
transaction. 


However, if the board should not approve the extra 
resources required for expert assistance, then I would 
simply advise the committee of the board’s decision and 
we would attempt to carry out the assignment as current 
resources permit. That would be my reaction to your 
motion. 


There was also some question that dealt with whether 
my office had ever done an audit of a government con- 
tract that was not yet signed or had not yet been com- 
pleted and was in the process of being worked on. In this 
regard, we identified to the committee the following three 
special assignments: (1) the financing arrangement for 
the construction of the domed stadium; (2) the Wood 
Gundy evaluation of the Urban Transportation Develop- 
ment Corp Ltd; and (3) the audit of the Workers’ 
Compensation Board’s new headquarters. In some of 
these cases, the contracts were not yet signed. I believe 
that in the domed stadium the RFPs were about to go out, 
the requests for proposal. 

Interjection: They had gone out. 

Mr Peters: They had gone out at that stage, but the 
contracts had not been let. Wood Gundy—the valuation 
was there. In the audit of the Workers’ Compensation 
Board’s new headquarters, the contract had been signed, 
but the work had barely commenced at that stage. 
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Furthermore, we had a correction from Ms Mushinski 
concerning the domed stadium and the UTDC’s special 
reports. We have sent you, in response to that question, 
the deliberations that were made by the committee at that 
time, the summaries of the issues that the committee was 
facing at that particular time and the process that actually 
led up to this special assignment. 

1010 

With respect to the mandate of the Ontario Energy 
Board in connection with the operations of the OPG and 
the proposed leasing arrangement that is subject to the 
motion before the committee, from our reading of the 
Ontario Energy Board Act, the OEB’s interest is strictly 
from the licensing aspect. Specifically, section 57(c) of 
the OEB act provides as follows: 

“No person shall, unless licensed to under this part, 

“(c) generate under this part, electricity or provide 
ancillary services for sale through the IMO”—which is 
another part of the broken-up Hydro—‘“administered 
markets or directly to another person.” 

A licence is required for them to generate the elec- 
tricity. 

In discussion with the secretary of the Ontario Energy 
Board, my office was informed that on September 18, 
2000, this prospective lessee submitted an application to 
the OEB for issuance of a licence that would authorize it 
to generate electricity. So an application to receive a 
licence was received on September 18. 

This concludes my opening remarks. 

The Chair: Thank you. 

Mr Bart Maves (Niagara Falls): Can you expand on 
that? What does that mean? They can’t operate a facility 
until they have a licence? 

Mr Peters: That’s right; exactly what you’re saying, 
they cannot operate the facility unless they are licensed to 
do so by the OEB. 

Mr Maves: So unless they have a licence, they also 
can’t close a deal to— 

Mr Peters: I’m not sure how that was written into the 
contract, but I would expect in a normal contract that 
provision is made for the obtaining of a licence. 

The Chair: Comments by anyone? 

Mr Ray McLellan: Further to Mr Peters’s points on 
the licensing, we had talked about the licensing under the 
Canadian Nuclear Safety Commission. Currently, there’s 
a licence for the Bruce. British Energy has requested and 
submitted an application July 31 for a licence for oper- 
ating under its authority. It will take about four to five 
months for that review to be complete, so by December 
2000 the Canadian Nuclear Safety Commission should 
issue its licence, and that licence would cover safeguards, 
environmental protections, design and operational com- 
ponents. Currently, there is obviously a licence there for 
the operation of a facility under the province, but this 
new licence will be issued to British Energy by 
December of this year. 

It’s what they refer to as class 1 operations, and I’ve 
got the documentation here on exactly what a class 1 
licence would cover. As I said, it’s preparation of the site, 


licence to construct, to operate, to decommission, to 
abandon, and that covers the application. Then there’s a 
certification of persons and then two, three or four 
sections dealing with that—if anybody’s interested in 
exactly what that licence would look like. 

Mr Maves: Mr Peters talked about his office already 
having looked at the prospective of this assignment and 
decided they would probably need to hire some outside 
expertise. Last week you said that if you got this 
assignment, the first step would be to contact—I think it 
was Ernst and Young who you said were OPG’s auditors. 

Mr Peters: Yes. 

Mr Maves: You would request work they had done 
on this project and review that, and if you thought you 
needed to do further investigation upon reviewing that, 
then you would do so. Would you hire a person prior to 
reviewing what you received from Ernst and Young or do 
you think you’d make that decision after reviewing what 
you received from Ernst and Young? 

Mr Peters: No, I would do that after, because what I 
outlined to you are the specific steps that are required 
that my office takes in accordance with the Audit Act. 

Section 9 prescribes that I must first contact the 
auditors of the organization to assess what information 
they have so that we don’t end up with a duplication of 
any work. It’s only when we then determine that further 
work has to be done that we would require access 
ourselves to the OPG information, and once we reach 
that stage, I would need probably expert advice, par- 
ticularly in the area that I pointed out to you, which is to 
assess the decommissioning liability that was referred to 
and the reasoning. 

Mr Maves: In line with that question, I think I am 
prepared to go along with the motion, as I said last week, 
with one concern, that being the exception of timing. But 
in that motion, it seemed to me very specific that the 
request was for you to look for value for money achieved 
by that leasing agreement. 

Throughout the day we began to talk about a whole 
variety of issues, and I think the scope that Ms Martel 
started to add to the motion in her comments makes me a 
little leery. If you already, in looking at the prospect of 
doing this audit, taking on this assignment, have thought 
you may need extra staff, that means you’ve already 
thought about what scope this audit would take on. Could 
you tell the committee what scope you think this assign- 
ment would actually take on? and how far-reaching do 
you think this motion asks you to go? 

Mr Peters: What I’ve reacted to were actually the five 
principal reasons advanced by Ms Martel for why she 
thought it would be a good idea for us to conduct the 
audit. When I looked at those reasons, I determined that 
one of them was certainly to determine whether the 
overall liability for decommissioning, which has been 
stated as $15 billion, was properly considered in this 
particular arrangement because of the numbers that were 
in there. I went strictly by that reason that was provided. 
These reasons that were provided and read into the record 
would certainly become part of the criteria we would use 
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against which to judge the audit. We would then proceed 
to develop our own, of course, in this. 

However, your question, if I may expand for just a 
moment: in the motion itself there’s the word used to 
determine if the deal “guarantees” value for money. That 
is a fairly tough order. In order to be practical, I would 
possibly suggest to determine if the deal “provides” value 
for money, which would be a better wording, because if 
something guarantees to do something, it develops a 
totally different mindset from whether it just provides. I 
would think, to answer your question as to scope, that we 
would prefer the word “provide” in the circumstance, but 
I believe it is sufficiently narrow inasmuch as it speaks 
strictly to the leasing arrangement. I think that pretty well 
circumscribes the transaction. 

Mr Maves: I think, Chair, before we take any vote on 
this, I’d like to be comfortable on exactly what the audit 
will entail. I don’t want to get into— 

The Chair: We’re having copies of the motion made, 
because I know there was an awful lot of discussion last 
week and maybe people have sort of lost sight of what 
the actual motion is. I guess they’re coming. The motion 
is only a three or four pages. 

Mr Maves: To me the motion sounds fairly straight- 
forward and somewhat narrow. We should go and look at 
the leasing agreement between OPG and the Bruce 
Power partnership. But as the day wore on you talked 
about trying to determine the decommissioning costs and 
a whole bunch of other issues that would roll into this, 
and that raised a red flag with me that this could be- 
come—I want to know the scope of the audit. I want to 
know that it’s going to be narrow and capped to that 
leasing arrangement. I don’t want you guys to be doing 
international research on decommissioning costs and 
getting all kinds of opinions about the value of this asset 
and the value of that asset, and making judgments about 
different ownership models and so on and so forth. This 
is what I got worried about as the conversation wore on 
last week. 

1020 

Mr Peters: Mr Chair, may I respond to this? 

The Chair: Sure, please. 

Mr Peters: There is one practice that has been done in 
the past that you may wish to discuss. I forget in which 
year, but there was a motion before this committee that 
we should take a look at how the Toronto Area Trans- 
portation Operating Authority was dealing with budget 
cuts, and whether they were properly instituted and what 
the impact was on the schedule at that time. As the 
discussion went on and the scope was broadened, the 
committee as such made a decision actually to hear from 
TATOA directly, to have just one hearing from them, to 
have an idea as to what the lay of the land was, and to 
raise some of the questions—which also helped my 
office to more clearly frame the terms of reference for the 
particular audit. So that would also be an option. If you 
wanted to narrow it or do it more, now that the province 
is the owner and shareholder of OPG, it would certainly 
be within the purview to ask them a few questions before 








we determine the full extent of the audit. There’s 
precedent; that’s all I’m putting on the table. 

The Chair: Mr Hastings and then Ms Martel. 

Mr John Hastings (Etobicoke North): Mr Peters, my 
question, like Mr Maves’s, relates to the scope of this 
scrutiny. In your estimation, would it include a re-exam- 
ination of the assumptions of value that Goldman Sachs, 
CIBC World Markets and the Salomon brothers placed 
on it when they made their examination of this situation? 
Do you see that in the original assumptions included in 
the leasing agreement? If you don’t, it seems to me 
they’re inextricably interwoven to a great extent and that 
you’d have to include those assumptions in the value 
those three firms placed on this transaction to start with. 

Mr Peters: Very much so. You’re right on; they 
would. We would have to examine the assumptions, but 
they would also form the basis for formulating the cri- 
teria for value for money on the deal, because that’s 
really where the decision was made. 

Mr Hastings: Wouldn’t Ernst and Young, or what- 
ever their new name is, have examined this proposition 
already, if you had these initial conversations with them, 
if it gets to that point? 

Mr Peters: I already have had a conversation, and that 
was just as a matter of courtesy, to advise them that the 
motion was before the committee, that I was not yet sure 
of the outcome—but I had to alert them that if the motion 
is passed, I would have to approach them for any material 
they have under section 9 of the Audit Act. My under- 
standing at this point, although that was just a verbal 
conversation, is they examined this only to the extent 
they considered it necessary to formulate an opinion on 
the fairness of the financial statements, that they did not 
do any extra work on this particular contract. 

Mr Hastings: That would mean, then, that you would 
have to get access to the financial considerations, all the 
documents from those three brokerages, would it not? 

Mr Peters: Not the supporting documents necessarily, 
but the reports they issued and the conclusions they 
reached. Certainly the reports should be explicit enough 
as to the assumptions they used. So our initial approach 
would be to the documentation they provided to OPG. 
We may in fact have to have a meeting with some of the 
people who prepared it, but I doubt very much whether 
we could actually use their working papers or whether 
they would be willing to make them available to us. 

Ms Shelley Martel (Nickel Belt): My response is to 
Mr Maves. I just wanted to try and be helpful with 
respect to the issue around decommissioning, because it 
seems to be a flash point. If you look at the media reports 
that came after the deal was announced, it’s clear that the 
money is to be used in a couple of different ways, which 
led to my concern about decommissioning. The money 
from the deal will go in part to a fund that was set up to 
cover the eventual costs of decommissioning. The estim- 
ate of that for the Bruce has been estimated by the 
Ministry of Energy at $3 billion, which I referenced last 
week. It also says that OPG has been committed to pay- 
ing $400 million a year into this fund for decommis- 
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sioning all of its sites, and the revenue from the Bruce 
facility’s lease will now cover part of the payment. 

The reason I have referenced decommissioning is to 
know whether or not, from the lease, which is the lease of 
a public asset, enough money will be coming for OPG to 
meet its commitments. It’s not clear to me whether or not 
enough is there. The second problem is, if the decom- 
missioning has been underestimated, then we really will 
have a serious problem later on if not enough revenue is 
coming from the lease to go into the pot to pay for that 
eventual cost. 

The second piece to this—because we talked about 
stranded debt last week—is that the references to the deal 
also make clear that, “The money from British Energy 
will also be used to help OPG cover the cost of disposing 
of spent fuels, other waste from the nuclear process and 
to paying down the $7.8 billion in so-called stranded 
debt.” I was trying to reference where some of this 
money, some of this revenue from the lease, is supposed 
to go. Clearly there is a concern about the stranded debt: 
how much will be coming; how much will be used to 
pay? And ‘for me there is clearly a concern about the 
decommissioning, because we know some of the revenue 
from this deal is supposed to pay for those costs. My 
concern is, frankly, is it enough? What was the estimate 
based on and is the estimate it was based on realistic to 
cover the eventual cost too? That’s why I included it last 
week in that list of concerns. - 

Mrs Julia Munro (York North): I want to get back 
to the conversation we were having a moment ago about 
the value-for-money audit and ask the auditor, in lay- 
man’s terms, how that differs from a regular audit. What 
are we asking for when we look at the motion here and it 
talks about value for money? I just wondered what, in 
layman’s terms, is the difference. 
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Mr Peters: I’1l try to answer that as concisely as I can. 
A regular statutory audit such as the one conducted by 
Ernst and Young is an audit examination designed to ex- 
press an opinion on the fairness of the financial state- 
ments of OPG overall. In that connection, they would 
look at this transaction only from the perspective of 
whether the resulting monetary amounts are fairly re- 
flected in the accounts of OPG, but they would not 
necessarily get into the matter as to whether the deal 
provided value for money to the organization. In fairness, 
if the deal was a horrendous profit-maker, they would 
assure that the profit was fairly recorded. If it made a 
loss, they would assure that the loss was fairly recorded. 
But they would not go deeper to assess whether or not a 
profit should have been made or when a loss actually 
existed. As long as the transaction is fairly reflected in 
the accounts, that’s where the responsibility of an attest 
audit stops. 

The value-for-money audit focuses on whether in the 
transaction itself there was due regard for economy, 
efficiency and operational effectiveness. That would be 
beyond the scope of a statutory attest audit. In my act, the 
attest audit that I do, for example, on the public accounts 


is covered in one section, and my value-for-money audit 
is covered by another part of the same section. And that 
actually uses these words that I just gave you. It was their 
“due regard for economy, efficiency and effectiveness.” 

Mrs Munro: Thank you. That’s really helpful in 
terms of understanding what the difference is. 

I notice that in the material you handed out today, that 
has not been your practice in response to the history of 
these requests from the committee. I may have misread 
these. Am I to assume that when you have been asked by 
the committee to look at a specific transaction such as 
those listed here, you have not been asked in fact to do a 
value-for-money audit? 

Mr Peters: Let me answer that with respect to the one 
I’m most familiar with: the audit of the construction 
contract for the headquarters of the Workers’ Compensa- 
tion Board. That was very specifically aimed at value for 
money. Actually, the idea was, is the WCB getting a 
good deal on the contract they have granted? So that was 
very specifically aimed at value for money. In fact, I 
would think most assignments from this committee have 
had a value-for-money aspect, because I bring that aspect 
to virtually all the work we are doing, which makes us 
somewhat different from the statutory private sector 
auditors that audit these organizations. 

Mrs Munro: I just thought it’s really important for us 
to understand (a) what the difference is, and (b) where 
that had been done previously. So the one in 1986, is that 
what we are— 

Mr Peters: The one in 1993 or 1994, the Workers’ 
Compensation Board. 

Mrs Munro: Oh, the building. Right. 

Mr Peters: The building. It may have been changed 
afterwards but the original wording was whether a con- 
struction cost of X dollars per square foot was reason- 
able. It was that detailed originally. Then I believe the 
committee reworked the motion somewhat, because it 
ended up with broader questions also: the authority to go 
ahead, the formulation of subsidiaries at the particular 
time, whether certain sections of the act were properly 
applied etc. It took a much broader scope at the time. 

Mrs Munro: Much has been said about the issue of 
decommissioning. Last week, when you responded to the 
whole issue of decommissioning, you made reference to 
an American circumstance where they had in fact de- 
clined to give an opinion because of the complexity or 
the difficulty or whatever of being able to give a com- 
ment on that. What are the circumstances that are 
different here that would allow you to do something like 
that, that didn’t happen in the American circumstance? 

Mr Peters: Thank you for that question. Firstly, let 
me clarify that the decommissioning costs of facilities in 
the United States—I took a look at a draft of Hansard. 
There’s a small error. It was just one of the many reasons 
why they declined. It was just one item where they were 
in trouble. 

They simply had not recorded the liability at all and 
that’s why the general accounting office was concerned. 
They also had not recorded the pension liability for 
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veterans and a whole raft of other issues which added up 
to close to $1 trillion. That was the estimate, or some- 
thing like that. 

To come to the second question, we would probably 
initially rely very heavily on this Canadian Nuclear 
Safety Commission, because in the past the practice was 
that what used to be the Atomic Energy Control Board 
used to go into the plants and review that area. They had 
the expertise, and they would also determine the rates at 
which the liability for decommissioning should actually 
grow. They very often expressed that as an add-on to the 
electricity rate. It was so many fractions of a cent per 
kilowatt hour produced by the facility that had to be set 
aside to meet future decommissioning of the plant. 

We would certainly rely initially on the expertise and 
the documentation that is received by OPG from organ- 
izations that regulate the rate setting. Expert advice 
would only be required in terms of allocating that be- 
tween the plants. For example, in the basic reasoning, the 
question that was outlined to us—and that’s what I was 
reacting to, without doing any further work on it—was 
that the overall liability was estimated to be $15 billion. 
The Bruce plant was said to have about a third of the 
capacity and therefore the question was raised, have we 
allocated the right amount of the overall liability to the 
Bruce plant? We would actually only require expert 
advice if there were questions raised in the way the 
allocation was made and any questions as to the reason- 
ableness of the amount that was determined. 

This is sometimes done internally. Sometimes these 
questions are raised. We don’t know the numbers that 
were bandied about. I remember in the very beginning, 
when Ontario Hydro had only reflected a liability of a 
little over $2 billion, the chairman giving a speech to the 
Empire Club and saying, “The real McCoy is some other 
and much greater number.” So there are always questions 
about that. 

The Chair: Can I ask the indulgence of the committee 
for a minute? I am scheduled to speak on the bill that’s in 
front of the House and I would request that Mr Levac 
take over as Chair in my absence. Is there consensus on 
that? Thank you. 

The Acting Chair (Mr Dave Levac): Can we also get 
consensus that I get his pay? 

Interjection: Agreed. 

The Acting Chair: Carry on. Thank you. 

Mr Peters: That was the end. I hope I answered your 
question. 

Mrs Munro: Yes, thank you. That is what I was look- 
ing for. 

The Acting Chair: Anyone else? 

Ms Marilyn Mushinski (Scarborough Centre): I 
just have a couple of questions for clarification, because I 
knew right from the beginning this was a very com- 
plicated issue. I need some clarity on a couple of items 
contained within your 1999 annual report. 

In chapter 5, you state “In our 1998 annual report, we 
stated that, while Ontario Hydro acknowledged that the 
charging of $6.4 billion of future expenses to be incurred 
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in the years 1998-2001 to the year 1997 was not in 
accordance with generally accepted accounting principles 
for business enterprises, Ontario Hydro and its external 
auditors had concluded that this accounting treatment 
was acceptable for enterprises operating in a rate-regula- 
ted environment.” 
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You go on to say, “Expenses are included in operating 
results of the year in which those expenses are incurred.” 
Then you say, “In our view, the ability of Ontario 
Hydro’s successor companies to raise funds through 
public issues is essential to containing the risk to the gov- 
ernment of Ontario under guarantees provided on exist- 
ing Ontario Hydro debt amounting to $26.2 billion as at 
March 31, 1999, and to deal with the recovery of 
stranded debt now recorded in the books of the Ontario 
Electrical Financial Corporation.” 

I think I understand what that means. You raised this 
last week and I guess I’m just looking for clarification on 
what it all means. 

You say in your overview, under “Local Services Re- 
alignment,” “The LSR initiative has had a significant 
impact on the comparability of government expenditures 
with the previous year.” Then you go on to say, under 
Ontario Hydro Successor Companies, “Under the Energy 
Competition Act, Ontario Hydro was succeeded effective 
April 1, 1999, by five entities. The three largest of these 
are OPG, OHSC and OEFC. The OEFC’s preliminary 
opening balance sheet shows a debt of $38.1 billion, $21 
billion of which is the latest estimate of stranded debt.” 

You say, “The government has a long-term plan in 
place to retire this stranded debt portion of the debt from 
dedicated revenues, such as payments from OPG and 
OHSC in lieu of property taxes, corporate income taxes, 
capital taxes and, if necessary, a competition transition 
charge that most likely would be levied on all ratepayers 
as part of their electricity bills. The effect of this plan is 
reflected in the preliminary opening balance sheet of the 
OEFC as a $21-billion deferred charge to be recovered 
from future dedicated revenue streams.” 

I think the most important part is the next two sen- 
tences, and this is what I need clarification on. “We have 
accepted this approach, contingent on being provided an- 
nually with independent assurance of the value of the 
dedicated revenue streams. If this assurance is not 
maintained, the deferred amount, or a portion thereof, 
would at that time worsen the provincial government’s 
operating results.” 

You go on to say, under Restatement of Certain Finan- 
cial Statements, “In our view, the ability of Ontario 
Hydro’s successor companies to raise funds through pub- 
lic issues is essential to containing the risk to the gov- 
ernment of Ontario under guarantees provided on exist- 
ing Ontario Hydro debt amounting to $26.2 billion as at 
March 31, 1999, and to deal with the recovery of 
stranded debt now recorded in the books of the Ontario 
Financial Corporation.” 

Given the fact that you have already clearly made 
public statements about this whole decommissioning or 
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privatization, do you not already have the right to do 
what’s being requested of you today? 

Mr Peters: When this split was carried out— 

Ms Mushinski: When? 

Mr Peters: When Ontario Hydro was broken up into 
the five entities, out of these entities, I became the audi- 
tor of only one, and that was the Ontario Electricity 
Financial Corp. 

Ms Mushinski: Just a minute. I’m sorry to be a bit 
slow in following this. So you became the auditor of right 
for OEFC? 

Mr Peters: That’s right. 

Ms Mushinski: And the Ontario Electricity Financial 
Corp—can you explain the difference between that one 
and the other two? 

Mr Peters: The Ontario power generating company— 
at that time it was called Hydro Services; it’s now called 
Hydro One. The audit was awarded to Ernst and Young. 

Ms Mushinski: Just tell me which one was Hydro 
One—OPG? 

Mr Peters: The OHSC; you’ll find it there. It’s the 
Ontario Hydro Services Co. They changed their name 
during the year to Hydro One. 

Ms Mushinski: OK. And OEFC continues to be 
OEFC? 

Mr Peters: OEFC continues to be OEFC; OPG con- 
tinues to be OPG. IMO and the other company, whose 
name I always forget-—ESA or something like that, 
energy safety something—are audited by other auditors 
than me. Certainly on OEFC I have all the rights of the 
auditor. The full-blown Audit Act applies directly. 

Ms Mushinski: Your statements, however—OK, I 
see. So you’re saying that your statements—in assessing 
the approach of the OEFC, you had every right to do that 
and continue to do the checks and balances because it’s a 
provincial— 

Mr Peters: I can carry out any value-for-money audit 
in OEFC directly without approaching another auditor. I 
can do it directly. That’s really the essential difference. 
With OPG, my first approach would be to Emst and 
Young, as the statutory auditors of OPG, and then move 
on from there. The result is effectively the same. It’s just 
the process that’s different. 

Ms Mushinski: Does that apply to OHSC or Hydro 
One? 

Mr Peters: Hydro One as well, yes, because they are 
now all crown-controlled corporations, which they 
weren’t. They became that on April 1. The government 
of Ontario declared itself the owner and controller 
through shareholdership of all these organizations. 

Ms Mushinski: So there’s no relationship whatsoever 
between what’s in front of us in terms of Shelley’s 
motion and OEFC? 

Mr Peters: There are quite a number of relationships 
that exist. The Ontario Electricity Financial Corp, origin- 
ally called Holdco, was actually, if you will, envisaged as 
the organization that held all the debt and held the 
productive assets of Ontario Hydro. When OPG and 
Hydro One—let me call it that from now on; it’s easier— 


were created, they were only given and only paid for the 
productive assets. OPG received and paid for, and the 
government became a shareholder of, the productive gen- 
erating assets of Ontario Hydro. The government became 
the owner of the productive distribution system of 
Ontario Hydro. 

Ms Mushinski: Did you say the “surrogate” of Hydro 
One? 

Mr Peters: No. I had trouble with the name. I don’t 
think I used the word “surrogate.” 

Ms Mushinski: I probably didn’t hear you correctly, 
then. I’m sorry. 
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Mr Peters: Oh, it’s Servco. It was at one stage also 
referred to as “Servco.” Originally, before they got the 
two names, they had Genco, which is now OPG, and 
Servco, which first became Ontario Hydro Services Co 
and is now Hydro One. That’s what you may have heard. 

The Acting Chair: Any other clarifications or ques- 
tions? 

Ms Mushinski: It certainly declarified a lot of what I 
thought I was reading. 

Mr Peters: I apologize for that. But if I can clarify, I 
will gladly. 

Ms Mushinski: When I was reading this, the bottom 
line to me was that you already had the right to do what 
you’d been doing in terms of the leasing arrangements 
with OPG, but clearly you don’t. 

Mr Peters: What I said is I have the right to do it, but 
the process differs. The right is there. Because they are 
now crown corporations, I can conduct value-for-money 
audits of any aspect of the operation. What I’m pointing 
out to you is that the process differs. With OEFC, I don’t 
have to go to another auditor because I am the auditor; 
with OPG, I have to go through the auditor first because 
there is another auditor. But the end result is the same. 

Ms Mushinski: I just have one more question. It gets 
back to your value-for-money audit for the domed stadi- 
um and UTDC and the comparison to what’s being 
requested today. Could you, in 10 words or less, tell me 
how those two differ from what’s being requested or are 
similar to in terms of the value-for-money aspect? 

Mr Peters: Let me focus for a moment on the sim- 
ilarities to help you out. Certainly, a value-for-money 
audit is an audit to assess whether there was due regard 
for economy and efficiency, primarily. That would be the 
commonality of these audits. In value for money we 
would principally look for the economy to the taxpayer 
of this particular deal, as owner and shareholder. That 
would be the commonality with the other arrangements, 
whether we looked at the dome or whether we looked at 
the Workers’ Compensation Board or UTDC. 

Ms Mushinski: And obviously, that’s the premise 
upon which you conduct any audit anyway, in terms of 
ensuring that the taxpayers’ interest is protected. 

Mr Peters: That’s true, in accordance with section 12 
of the Audit Act. 

Mrs Munro: In the interests of moving along, I just 
wondered from the discussion we’ve had whether it 
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would be appropriate for this committee to defer the 
motion to have an in camera session with the committee 
from OPG. We’ ve heard a little bit about their role and 
their position in all of this. We’ve also talked a little bit 
about the potential scope of an audit following Ms 
Martel’s request. That would be a suggestion that I would 
make to the committee. 

The Chair: Comments? 

Ms Martel: Having OPG before us would not get us 
to the assumptions that I think the deal was based on 
because those assumptions were done for OPG by other 
companies. They were also done by other organizations 
for the government when the government came to its 
decision to agree to the deal. I am specifically interested 
in the work that was done by Salomon Smith Barney and 
the assumption that they used to come to the conclusion 
that this deal was a good one. Through this process they 
wouldn’t be called. So we wouldn’t get an idea of what 
information they used to make a determination that this 
in fact was a good deal for OPG. 

In the same way, we know the government got advice 
from SuperBuild, and SuperBuild got its advice from its 
two financial advisors, Goldman Sachs and CIBC World 
Markets. Again, we wouldn’t be entitled to receive that 
or a party to receiving information that came from those 
two financial advisors when they presumably gave the 
government provision to go ahead or recommended to 
the government to go ahead with the deal. I fully ex- 
pected OPG would come before this committee and say 
that it’s a good one; they signed it. That’s not what ’m 
trying to get at. I’m trying to find out whether or not it’s 
good for the taxpayers of the province. We could 
certainly have OPG here, but I’m not sure we’re going to 
hear much more except what a great deal this is for tax- 
payers. It’s certainly not going to give me the informa- 
tion that I think is necessary to determine if we really got 
value for money, because that information is based on 
assumptions by parties who wouldn’t be before this com- 
mittee and whose work wouldn’t be before this com- 
mittee. 

The Chair: Continue on, Mrs Munro. 

Mrs Munro: I just want to comment on the concerns 
Ms Martel has raised. I’m not suggesting that there is 
going to be from OPG—as an alternative to your original 
motion. All I’m suggesting is that we consider inviting 
them for the purpose of first of all hearing what they have 
to say but, obviously, in an in camera session, to be able 
to ask questions that would give us the grounds on which 
to make specific the potential scope of the audit. This is 
not designed to eliminate the step you have suggested. It 
is merely designed to allow the members the opportunity 
to hear from OPG as part of the process. 

Mr Hastings: I think this is a very effective strategy 
in terms of really finding out. I think with scalpel-like 
questions one can get, to some extent, to probe the depth 
of the assumptions, the realism, the economic projection, 
the future projections these three companies made 
regarding this transaction. I think it’s a significant oppor- 
tunity whereby we can probe. 


It depends on how you approach it, what sorts of 
questions one can ask. It might be very surprising what 
could come out of looking at this as a first step. Babies 
crawl before they walk. I think we need to look at it. 

In my estimation, one of the most significant things 
we need to consider—I’m trying to balance off as a 
member of this committee our obligations or trying to 
ascertain the value-for-money proposition for taxpayers 
balanced against the need for confidentiality. That is a 
very vigorous exercise you have to go through on a 
creative basis. I think we need to get these folks in here. 

I'd like to know from the committee, from Tonia, per- 
haps: do we have the capacity to call supplementary or 
tertiary partners to a transaction like this? Or can you 
only call the main partner who is responsible for signing 
the deal with the other partner? You’ve been on maybe 
not this committee but on other committees. Do we have 
that capacity to call these three brokerages, for example? 

Clerk of the Committee (Ms Tonia Grannum): We 
could invite these people, these groups, to come forward. 

Mr Hastings: They don’t have to come? 

Ms Grannum: | think that’s as strong as we can go. 

Mr Hastings: I think there’s a good opportunity here, 
Mr Chairman, that we need to scrutinize first. What we 
don’t find out of that, we look at the next. We go back 
and look at Ms Martel’s motion. 

Mr Dave Levac (Brant): Were you seeking a clari- 
fication, Mr Chairman? 

The Chair: No. 
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Mr Levac: I was going to wait to hear the answer to 
the question Mr Hastings posed because I believe that 
probably would have brought us closer to the information 
that is being asked by the motion. Not having the answer 
that I thought probably was available, nothing could be 
better than a cleaner and a more succinct opportunity to 
find out what’s going on than the audit. 

If the request for this extra step is for information, we 
probably would get that information from the audit, and 
I’m going to ask that question of the auditor. In terms of 
information that’s provided here at the committee and 
your ability to get to the same questions, and probably 
even deeper, would it be found it an audit that’s being 
requested of us? 

Mr Peters: Let me try to answer that question this 
way. There would be no limitation on the information to 
which I have access, and there may be some limitation to 
the information that can be provided to the committee in 
a hearing. Even in a closed hearing you’re still members 
of Parliament; you are the public. That is the role of my 
office, actually, to provide information to you that some 
organizations may have reservations in providing directly 
to elected members of the Legislature. 

Mr Levac: That being said, I would also take up Mrs 
Munro’s concern, or offer, I’ll call it, because the spirit 
that I believe it was given in was to take another step and 
not to interfere with or not to remove the concept of the 
motion. In your opinion, would there be any new or 
different information that could be gleaned from taking 
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this step prior to an audit that you couldn’t find out in the 
audit? 

Mr Peters: The area where it would be helpful for us 
is in setting the scope of the audit and understanding 
better where this committee wishes to go with this 
motion. It would help me to set the scope of the audit 
more precisely and to influence the direction we’re going 
to take. 

Mr Levae: Thank you for that. As well, some of the 
members on the government side have indicated a con- 
cern—I believe I’ve heard them indicating a concern— 
that the motion as presented seemed to be very support- 
able and that there was nothing much to it, but with a 
little bit more prodding and poking they believed it was a 
concern being raised about scope. 

In your opinion as the auditor, when a motion like this 
gets presented and you’ve had an opportunity to take a 
look at this, is there anything in the motion that you 
believe would either diminish the scope or allow you the 
leeway, shall I say—or deferring to your expertise in 
doing these kinds of audits, is there anything that could 
happen that would prevent you from moving into an area 
that you believe does have an impact on the motion 
itself? 

Mr Peters: No. There is nothing stopping me. If the 
motion is passed by the committee, I could proceed right 
away. If we had a hearing, it would help me to do my 
work. Let me put it that way. 

The only word that I had concern about was the word 
“guarantees”: “to determine if the deal guarantees value 
for money.” I would prefer “provides value for money,” 
because whether a guarantee is actually there is a very 
tough— 

Mr Levac: I think all of us would agree that there are 
no guarantees in life. I don’t know whether or not Ms 
Martel would be open to having the word, with a friendly 
amendment, changed from “guarantees” to “provides.” 

The Chair: That’s a friendly amendment. Is there any 
discussion, just on the amendment? 

Mr Levac: Is everybody OK with that? 

The Chair: That is to change “to determine if the deal 
guarantees value for money” to “provides value for 
money.” No problem with that amendment? OK. 

Mr Levac: That provides me with enough scope to 
suggest that whatever we decide as a committee, it 
should be based on the fact that we are looking at the 
motion to find the best possible information available to 
the taxpayers regarding the particular deal. 

Mr Richard Patten (Ottawa Centre): I just wanted 
to comment on inviting OPG in prior to an audit. I think 
normally what happens is, we respond to the auditor’s 
report, the comments and reaction to recommendations 
therein. If we find that there are some areas that are a 
little fuzzy or some areas in which we feel there hasn’t 
been an adequate response, then we usually invite the 
ministry in or the party in to go through that. 

It's my feeling that the issue of confidentiality would 
be a factor. Where it would not be a factor is in the 
instance where the auditor has full access to things and is 


held professionally to honour the confidentiality elements 
that we would not even be exposed to. So I don’t think 
we'd get at perhaps some of the information. It would 
probably be in that area, in that domain, where we would 
get it. My feeling is that we still have that option and I 
support the amendment to provide value for money. I 
think we should move ahead with that and keep that 
option open that Ms Munro suggested. But once we’ ve 
responded to “the third-party analysis,” that being the 
auditor, that work is done. 

Mrs Leona Dombrowsky (Hastings-Frontenac- 
Lennox and Addington): It’s helpful to understand that 
the auditor would find the exercise that has been pro- 
posed by Ms Munro a helpful one in terms of assisting 
him in understanding scope. I guess my question would 
be, why would we need to defer this decision? If there 
isn’t a sense that we’re going to get any information from 
the presentation by the OPG people—clearly they’re 
going to be able to clarify issues but I don’t think they 
would be in a position to determine if the deal provides 
value for money. I think that’s understood. That clearly 
falls under the scope of the auditor. I would only make 
the point that while I could support, for the reason that 
Mr Peters has stated it would assist him in determining 
the scope, I really don’t see the need to defer the motion 
we’re considering today, but certainly add to that that 
there would be an exercise where there would be a 
meeting to hear from the OPG. 

Mrs Munro: If I might just respond to Ms Dombrow- 
sky’s comment, the intent is simply as a procedural one 
that we are currently discussing Ms Martel’s motion. I’m 
just asking that we defer that motion in order to do 
something else, that is, discuss; in this case invite OPG 
here. I hope that clarifies for you the procedural aspect of 
doing that. 

Mrs Dombrowsky: Not really. 

Ms Martel: Can I follow up from where Leona was 
going, because actually I’d be happy to agree to that. As I 
said earlier, I don’t think having OPG in here is going to 
get to the financial assumptions that this deal is based 
upon. We can certainly have them come and the auditor 
can ask questions, and so can we, about how we can 
scope some of this, but it doesn’t change for me what is 
being requested. Frankly, a meeting with them, for me, is 
probably not going to get to what I’m asking for, which 
is, does this deal provide value for money? The auditor is 
going to be the one who will have to determine that for 
the committee. 

So I'd be happy to have OPG in as part of a process 
where this motion has been accepted, and that is the first 
step of responding to the motion, actually setting terms of 
reference or setting the criteria or setting the scope, or 
however you want to describe it, of what the auditor then 
looks at. 
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If people are worried about the confidentiality, and 
I’m assuming that’s what the request is, for us to go in 
camera, because we would normally not be in camera 
when we have a presentation by ministries or interested 
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parties, then again, I have to look at that and say that 
potential hearing itself is not going to get us to where I 
think the committee would want to go, which is to have a 
full and complete examination of all of the assumptions 
that were made by at least three other parties to get to this 
deal. 

I would put on the floor then the possibility that we 
accept the motion and, as a first step to accepting the 
motion, have OPG before us so the auditor can then 
develop his terms of reference to proceed. 

Ms Mushinski: I have a question of you, Mr Chair- 
man. Was the question asked last week and answered as 
to whether this deal has actually closed, legally? 

The Chair: Whether this deal has actually closed? 
Yes, and the information was provided. It was in the 
backgrounder to the— 

Mr Patten: I have a copy of the lease agreement. 

The Chair: Yes. 

Ms Mushinski: OK. I guess my question is, has this 
deal legally been closed? Because there seems to be some 
disagreement with that, especially— 

The Chair: The way I understand it is that the agree- 
ment with British Energy has been signed, but it will not 
actually come into effect until next year. 

Ms Mushinski: OK. I need some clarification of what 
that means. 

The Chair: I understand that the deal is finalized, that 
there are a number of conditions to it, such as, for 
example, from the nuclear energy board. 

Ms Mushinski: Finalized but not in effect. 

Mr Patten: Their permits. They need two to operate. 

Ms Mushinski: So a value-for-money audit on a deal 
that’s not yet complete— 

The Chair: The deal is complete. 

Ms Mushinski: —is actually being requested. 

The Chair: Certain aspects of it haven’t started yet. 

Ms Mushinski: OK, that’s fine. 

Mr Levace: Just a procedural question with what Ms 
Martel has indicated to us. Does that change the motion? 

The Chair: No. The way I understand it is that the 
motion will simply be tabled until such time as we have 
an opportunity to meet with them. 

Mr Levac: I just have to clarify what I’m hearing, 
because I believe that the motion is still on the table, but 
as a part of the motion Ms Munro’s request is being 
asked. 

My next question is if, procedurally, that’s doable. 
That’s what I need to know. 

Clerk of the Committee: I understood that Ms Martel 
wanted to proceed with the motion, put the motion to a 
vote and, as an aside, have OPG come in. Is that— 

Ms Martel: Yes. 

Clerk of the Committee: So we’re still debating the 
motion. We’ ve moved an amendment to the motion. 

The Chair: That amendment has been carried. 

Clerk of the Committee: Which was to change— 

Mr Levac: Just the word. 

The Chair: A friendly amendment. 


Clerk of the Committee: Yes, OK. So you have to 
vote. 

Mr Levac: Then I seek clarification from Ms Munro 
that if that satisfies her desire to have that information 
presented before—it doesn’t quite satisfy, because her 
request was that it be tabled or whatever— 

Clerk of the Committee: Deferred. 

Mr Levac: —deferred, and Ms Martel’s counter was, 
let’s go ahead with the motion, with the understanding 
that we are going to proceed, as part of that under- 
standing, to hearing from the company. 

Mrs Munro: I understand it to be as you have ex- 
plained, but I would just indicate to you that I’m not 
prepared to support that. What I’m asking for is that we 
have OPG first. That will allow us to determine the 
potential scope of the audit. As the auditor has indicated, 
I’m suggesting that we defer Ms Martel’s motion. 

The Chair: OK, any further discussion? 

Ms Martel: I’m trying to figure out what OPG is 
going to tell us that’s going to make the government 
members decide whether to support the motion. That is 
the crux of the issue for me. This is where I would appre- 
ciate some response. 

OPG is going to come in here in a closed session. First 
of all, I have problems with that because that is absol- 
utely contrary to any other meeting we have had when a 
ministry has come before us. I can only assume that the 
government members are trying to do that because they 
think OPG will share some confidential information with 
us. If that is the case, then I would prefer that the auditor 
just go in and do his work so the committee does not 
have that confidential information before us. That would 
be my preference. But OPG will come in and they will 
describe to us why they think it’s a good deal. They will 
not provide to this committee the assumptions that were 
produced by at least three other firms to recommend the 
approval of this. We are still only going to get that in- 
formation if the audit proceeds. I’d like to know from the 
government members what they think we’re going to get 
from OPG that will either allow us to proceed with this 
audit, or might change our minds? 

The Chair: Any comments? 

Mrs Munro: From the discussions we’ve had up to 
this point, it is clear there are some complexities around 
this issue. You mention that it’s most unusual for us to go 
in Camera, in terms of ministries, but that’s because it’s 
always after the fact. The auditor’s report is a public 
document and, obviously, then the ministry’s response to 
it is public as well. 

What we’re considering is something that is fairly un- 
usual, given the history of doing these kinds of requests 
to the auditor, and as you yourself have pointed out, we 
are also are doing it on a rather unique situation in terms 
of both the complexity and the monies that we’re talking 
about. So I think that it’s reasonable for us to want (a) to 
have it in camera and (b) to hear something from the 
major player. 

I understand your point about the fact that you’re not 
going to get the confidential information that would have 
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been shared between OPG and its advisers. I don’t 
believe that’s the purpose of what our request is, because 
that is obviously the auditor’s responsibility, and we’re 
not trying to do his job. What we are trying to do is say 
that in order to give him the direction that is inherent in 
your motion, we need to have at the very least the oppor- 
tunity to hear from this group. 

Mrs Dombrowsky: Then, because you are speaking 
in very positive terms about what the auditor will do 
when he addresses this motion, would it be fair to pro- 
pose that instead of deferring the motion today we make 
it a part of the motion that this audit will not be 
conducted until OPG has had an opportunity to make a 
presentation to this committee? 

Mrs Munro: What I would propose in a motion is 
essentially the same thing as you’re suggesting, but what 
I have suggested is that we defer Ms Martel’s motion so 
we can discuss something else, which in effect would be 
the appearance of OPG. 

Mrs Dombrowsky: For further clarification, I’m not 
suggesting that Ms Martel’s motion would be deferred; 
I’m suggesting that it would be supported and perhaps we 
could work on some wording on condition that the 
auditor would not proceed with this until the committee 
has had the opportunity to hear from OPG; but very 
clearly today we would leave the room with the under- 
standing that there was going to be an audit. It would not 
take place until there had been this meeting that would 
perhaps clarify for the auditor the scope. From the 
conversation and debate we’ve had so far this morning, 
certainly members of the government are speaking from 
a perspective that would presume that the auditor is going 
to have a particular role here. I’m simply saying, rather 
than defer it, why not confirm that in fact it will happen, 
but set some conditions in place before that would 
happen? 

Mrs Munro: At this time I’m not prepared to do that. 
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Ms Mushinski: I have some questions. I don’t think 
we're too far apart on this. I just have some concerns a 
little bit with the timing. Ray, I believe in response to a 
question I had last week with respect to the federal 
licence, you will just have to prompt me on the actual— 

Mr McLellan: The issue on this was the date of the 
licence. I called the commission up and asked them what 
the status of the licensing is on the Bruce. They said to 
me that currently the licensing for schedule 1 is 
operational—in other words, they’re in place—but that it 
would be necessary for a new licence to be issued. I’m 
just looking for my note on that. An application had been 
received on July 31, and it would take approximately 
until Christmas for the approval of that. In other words, 
the process had been set in motion for the review of that 
licence and the expected date for approval is around the 
end of this year. 

Mr Patten: I have a copy of that, by the way. 

Ms Mushinski: My understanding is that the leasing 
of the Bruce nuclear plant, which is still awaiting regula- 
tory approval, is required before the deal can materialize. 
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Mr McLellan: If I can go back over that territory, I 
just asked you a minute ago whether or not you were 
happy with the explanation of the legal status of this 
agreement. What I would propose, subject to what the 
Provincial Auditor and also the Chair have said, is that I 
could ask to have that looked into. We know from the 
material that’s been handed out, the backgrounder from 
Ontario Power Generation, of the announcement of the 
agreement with British Energy in July 2000, but you may 
want an elaboration on that. I think what you’re saying to 
me is, let’s look at it vis-a-vis the licensing arrangements 
and whether there are any contingency situations that 
have to be looked at. In other words, are there any spe- 
cific issues that could hold it up? 

Ms Mushinski: That’s precisely it. Not only that—to 
be quite honest, I kind of like Shelley’s motion—my 
concern is that it may well be presupposing some of 
those legal aspects. I’m prepared to amend the motion 
pending those confirmations, if only because I’m just a 
little uneasy with approving something in principle prior 
to getting confirmation of that. 

My understanding is—and this is why it would be nice 
to have OPG here—that there is some difficulty with 
that. My concern is that if we as a committee are going to 
suggest we proceed with a value-for-money audit, with- 
out legal confirmation that this is a done deal in terms of 
all of those aspects with respect to the federal govern- 
ment, maybe we should be approving this in principle 
pending confirmation of that. I’m not sure if at this stage 
I should be making that motion or if you can get that 
information back to us within the next week or so. 

Mr McLellan: I could undertake to have that started 
today, to report back to you on exactly what the legal 
status of the deal is. 

Ms Mushinski: That would be helpful. 

Mr Patten: I don’t have the document with me, it’s 
up in my office, but I did ask the Canadian Nuclear 
Safety Commission for the outline of the application and 
the categories. It all has to do with staffing, health and 
safety, all those issues. There is no financial analysis at 
all. That’s not what the Canadian Nuclear Safety Com- 
mission is about. It goes through changes from Bruce. 
Some things stay the same. They have categories: is this 
a minor change? Is this a significant change? If it’s 
significant, they identify what it is and what’s going to 
happen etc. I’d be happy to share that with the com- 
mittee. 

Ms Mushinski: My community has just gone through 
a very intense four days over the Adams mine, and I just 
want to make sure that all the t’s are crossed and the i’s 
dotted. There are still some outstanding matters that I 
would like to get some legal advice on, Mr Chairman. If 
we could do that through Mr McLellan, I’d appreciate 
that. 

The Chair: What specifically is the information you 
want from him, or are you clear on that, Ray? 

Ms Mushinski: Specifically I need to know if this is a 
done deal. My understanding is that the deal is not closed 
until the federal Canadian Nuclear Safety Commission 
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has completed their review of the leasing deal of Bruce 
A. My understanding is that the leasing of the Bruce 
nuclear plant to Bruce Power is not yet complete, is still 
awaiting regulatory approval, and that without that 
regulatory approval the deal will not materialize. 

I’ve heard two versions about whether or not this is a 
done deal. While I have no difficulty in principle with the 
motion that’s before us, I think it is premature and that 
we need to have clarification on those items before we 
proceed with a value-for-money audit. I’m prepared to 
make a motion to that effect. 

Ms Martel: I just want to clarify, because originally I 
thought you said you would agree in principle with some 
conditions. I was wondering whether or not you would 
agree today to have the motion go through. 

Ms Mushinski: I don’t object in principle to the 
motion. 

The Chair: Can we do it this way? Can we pass this 
motion but put a couple of riders on it: that no work be 
commenced by the auditor on this until we have received 
legal confirmation that in effect the deal is complete, or 
whatever terminology you want to use, and until the 
committee has had an opportunity to meet with OPG? 

Ms Mushinski: I’m prepared to say that this com- 
mittee directs that consideration of Ms Martel’s motion 
be deferred until such time as the OEB and the Canadian 
Nuclear Safety Commission have completed their review 
of the leasing deal of Bruce A and B nuclear facilities 
and the deal is completed. 

The Chair: I understand. So that’s the predicament. 

Ms Mushinski: That’s my motion. 

The Chair: On the one hand there is the notion that 
the motion should be passed with these two conditions; 
on the other hand that the motion should not be dealt with 
until the two conditions have been satisfied. 

Ms Mushinski: I’m prepared to premise this by 
saying that this committee does not object in principle to 
the auditor’s consideration of this agreement. That at 
least demonstrates the good faith of the committee. 

Mr Levac: A question first and then maybe a com- 
ment. I’d like to ask the auditor what you’ ve heard in the 
last little while, talking about whether or not there are 
certain conditions to be met. The one I need clarification 
on is that there seems to be some type of disagreement as 
to whether or not it is a legal deal. I’d rather ask this 
question of the auditor: can you still audit this deal 
whether or not the t’s are crossed and the i’s are dotted? 

Mr Peters: Yes, we can certainly take a look at this 
deal. 
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Mr Levac: That’s pretty simple. Further to that, to 
make sure I have a really simple understanding of this, is 
there anything that stops you from doing your complete 
job whether or not certain aspects of this agreement are 
actually completed? 

Mr Peters: There are two ways of dealing with it. The 
first way of dealing with it is getting them out of the way 
right at the outset. The other way is that I would have to 
report back that there were certain scope limitations, 





there were certain things that I couldn’t do because of the 
status of the deal. 

Mr Levac: So if there is a certain question as to 
whether or not the deal is complete, you may be pre- 
vented from doing certain audit jobs within the entire 
audit. There are certain things that could stop you from 
doing things. 

Mr Peters: It would certainly influence my con- 
clusion. It may not influence necessarily the work that I 
have to do but it would stop the conclusion. 

Mr Levac: Thank you for that clarification. So what I 
believe I’m hearing is that Ms Mushinski’s request is a 
valid one in as much as it does affect your ability to do 
your job—not necessarily to do your job but to draw the 
proper conclusions on the complete deal. 

Mr Peters: To draw conclusions based on the work, 
yes. 

Mr Levac: The second part is a comment. I’m hearing 
that the good faith is there on the government’s side but 
the actions are speaking differently to the goodwill. 
There is an offer to incorporate into a motion the entire 
concerns that are being raised by the members on the 
other side. It’s not being taken because they still believe 
it needs to be deferred, but they still want to do the audit. 

My challenge to them is to say very clearly with this 
clarification that both aspects that are being raised by the 
members on the other side could be incorporated into a 
motion that allows the audit to be done, but not until (a) 
the legal question is answered as to whether or not it’s a 
done deal—which you have clarified for us, that says 
very Clearly that a complete, total audit needs to be done, 
and the conclusions raised may be affected; I would 
support that—and (b) having somebody here would help 
you with the scope of the audit by having certain things 
mandated here. 

The concern I’m raising right now is a challenge to the 
members on the other side. We’ ve been provided with an 
opportunity to include in the motion all of those aspects 
and get everything done at the same time. So there’s no 
need to show goodwill; it’s to do it. 

Ms Martel: If the committee doesn’t object in prin- 
ciple to the motion, then I would ask the committee to 
support it today. The effect, regrettably, of what Ms 
Mushinski has proposed would mean that the auditor 
would not be able to do his work until some time in the 
summer of 2001. According to all of the background 
documents from both OPG and Bruce power, they don’t 
anticipate having the approval from the federal licence or 
the OEB until that time. I find it hard to square that with 
the committee not objecting in principle to being asked to 
then accept a delay to deal with this motion until some 
time next summer. 

Secondly, whether or not in legal terms the agreement 
has been signed should not be an issue that would hold 
this up one way or the other. I say that because the 
auditor has already provided us with information that a 
previous public accounts committee and a previous 
auditor did a review of a deal that was not complete, and 
that was the Dome. So there has been a past precedent 
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already set in this committee that there was unanimous 
agreement by committee members and then the auditor 
went ahead and did his work on a deal that was not 
legally complete. We have a precedent to rely on and the 
committee has done that. 

If the deal is complete legally, we also have preced- 
ents from this committee where the auditor has reviewed 
those as well. I raised with the committee last week the 
case of the Andersen deal, for example, and community 
and social services. That was a particular deal that was 
done. It was reviewed by the auditor, and as a result of 
this committee reviewing it extensively, not once but 
twice, COMSOC was forced to essentially go back and 
redo or renegotiate the terms and conditions of that deal 
because of what we had found. 

The point I’m trying to make is, to hinge a decision on 
whether or not from a legal standpoint this deal is done 
has no effect one way or the other on the motion before 
us. Clearly, in both cases, before a deal has been done 
and after a deal has been done, the auditor has done 
value-for-money audits as a special assignment by this 
committee. 

The third point I want to make is that I think it would 
be difficult to vote this motion down by assuming we 
somehow need to wait for approvals that come from the 
federal agency or the OEB. I tried to make it clear last 
week, and I think the documents that were provided to us 
by Ray over the course of last week clearly show that the 
financial portions of this deal, which is what I am inter- 
ested in and which I hope the committee is interested in, 
are not part and parcel in any way, shape or form of the 
licensing requirements, either from the federal agency or 
from the OEB. 

Ray got for us a copy of a typical reactor operating 
licence, which is very valid because it’s one that was 
recently signed, in January this year, which allowed OPG 
to continue its operation at Pickering nuclear generating 
station B. I took the time to go through it last night, and 
I’m sure everyone else did as well. Clearly, in appendix 
B, any documents that had to be prepared by the licensee, 
in this case OPG, and provided to the federal agency 
were documents that dealt with staffing, health and safety 
matters, security issues, nuclear emergency plans etc. 
There was not one item that had to be provided as a term 
and condition of the licence that was a financial item, so 
there is no reason for the committee to assume or pre- 
sume we can’t deal with this matter because the financial 
aspects are part and parcel of the licence condition from 
the federal agency. That’s just not true, and it’s been 
clearly demonstrated in the information that was pro- 
vided to us this week from the nuclear agency. 

In the same way, this morning we received informa- 
tion from Bruce Power by fax—at least I did, and I’m 
assuming other members did. It was an announcement 
that they have formed a partnership with Cameco with 
respect to this deal. Their partnership doesn’t affect the 
financial arrangements of the deal. What they also did in 
the release was give an update of what they have done. 
They clearly said they have submitted their applications 
to the federal agency and to the OEB. 


Under the section “Why did we apply for a licence?” it 
says, “The OEB licence is required by all generators in 
Ontario. Once obtained, this licence will grant approval 
for Bruce Power to not only generate electricity, but to 
purchase and sell that electricity in the newly deregulated 
Ontario marketplace. 

“As a result of our filing, the OEB has issued a notice 
of application to inform the public that Bruce Power has 
applied for a generator licence,” which they have to do to 
buy and sell in the market. 

Again, there is no—“responsibility” is not the word 
I’m looking for. It is not incumbent on Bruce Power to 
submit to OEB the details of the financial arrangement 
between themselves and OPG as a condition of their 
licence from the Ontario Energy Board. The licence they 
get will be a licence to sell energy. None of the financial 
aspects of the deal, which is what I am concerned with, 
have to be filed with the OEB. To argue that we need to 
wait until they receive their application from OEB is 
really a moot point. OEB is not examining, reviewing or 
commenting on the financial transaction that is part and 
parcel of the motion before me. 

Having said all that, I say to the government members 
that the motion Ms Mushinski would put would ef- 
fectively shelve this until next summer. I go back to the 
point I raised—that I started with last week when I 
moved this motion—with the Premier of this province, 
who said he was prepared to have this deal reviewed. I 
didn’t think he meant a year from now. I thought he 
meant he was prepared to have all the aspects looked at 
now to determine if taxpayers are getting value for 
money. 
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I think it’s incumbent on us—if we want to have OPG 
come in and help the auditor set the terms of reference, 
fine. I’ve got no problems with that. But I think we are 
all very clearly aware that for OPG is not going to give 
us the information I have asked with respect to this 
motion. I’m asking the government members, frankly, to 
do what their Premier has said he is prepared to do, 
which is have a legislative committee look at it. I ask that 
we agree to do that now, not to defer it effectively till 
next year, because to effectively defer it to next year 
really questions people’s determination as to whether 
they agree to it in principle. If you agree in principle, do 
it now. There’s no reason to delay it for another 10 
months. 

The Chair: Ray, you have comments? 

Mr McLellan: Following up on Ms Martel’s point, I 
want to repeat a point I made earlier with respect to the 
Canadian Nuclear Safety Commission. The class 1 licen- 
sing regulations are operational, in agreement with what 
you’re saying. I didn’t circulate this document, because 
there was enough going around. But if we’re interested in 
it—and I did outline half an hour ago that it deals with 
the construction, operation, decommissioning and aban- 
donment of the site, so it’s an operational document and 
not financial. If you do need it, I can circulate it. 

The Chair: Any further comments? 
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Mr McLellan: This dealt with the memo I sent out 
this week with respect to the federal safety standards. I 
think I indicated in that memo that it’s a class 1 licence to 
be issued. The document that was provided to me from 
the commission specifically says it’s a licence that deals 
with operations and not financial. In other words, this is 
from the federal government, the safety commission; it’s 
an operational licence. It just deals with site require- 
ments: the construction, operation, decommissioning and 
abandonment of the site. In simple terms, it’s a manage- 
ment land use planning and environmental licence. 

The commission did say to me that currently there are 
licences in effect for that site, issued to Bruce—in other 
words, it’s currently licensed—and the application for 
this new company was received on July 31. I indicated an 
hour ago that it would take four to five months for the 
review. A group has been established to undertake that 
review, and it’s going on today. I think that finishes that 
off. 

Ms Mushinski: I still have questions of Mr Peters. I 
know this was asked last week, but we really need to go 
through it again. 

Mr Peters, if you were asked today to proceed with a 
value-for-money audit of OPG and this deal, what are 
your commitments to date, and how will that affect those 
commitments in terms of your other duties and respon- 
sibilities as the Provincial Auditor? 

Mr Peters: The audit work for my 2001 report is 
underway right now, and it pretty well occupies my staff. 
I would probably have to engage additional resources on 
one basis or another to do it, but I do have room in my 
budget to do it. 

Unfortunately, in the current climate my salary levels 
are geared to those of the public service and I’m not a 
very good competitor that way, so I will probably have to 
engage people under contract. What I mean by that is that 
I currently do not have the full staff complement I would 
like to have, and that allows room in my budget to 
engage specialists or whatever I have to do to carry out 
this work. 

The Chair: But there is room in your budget right 
now. 

Mr Peters: There is room in my budget right now to 
do that simply because I’m understaffed. 

Ms Mushinski: But it would essentially take all your 
existing resources. 

Mr Peters: No, the existing resources would carry on 
with what they were doing, and I would staff this with 
money I have available because I am understaffed. 

Ms Mushinski: I don’t know if I have to withdraw my 
motion to make an amendment. But I’m certainly pre- 
pared to move an amendment to Ms Martel’s motion that 
will read as follows— 

The Chair: Right now, what we have in front of us is 
the original motion as amended by changing the word 
“guarantees” to “provides.” 

Ms Mushinski: I will move that Ms Martel’s motion 
be amended to read as follows: 





“The public accounts committee directs that at such 
time as the OEB and the Canadian Nuclear Safety Com- 
mission have completed their review of the leasing deal 
of Bruce Nuclear A and B and the agreement is com- 
pleted, the Provincial Auditor examine all details of the 
leasing agreement between Ontario Power Generation 
(OPG) and Bruce Partnership for the Bruce A and B 
nuclear facilities to determine if the deal offers value for 
money for Ontario taxpayers, and to report to the public 
accounts committee with his findings and recommenda- 
tions as soon as possible.” 

The Chair: That’s the amendment. Is there discussion 
on the amendment? 

Ms Martel: I can’t agree to that, because effectively it 
shelves the work the auditor would do until at least next 
summer. Given that this deal is worth some $3.1 billion, 
it is the biggest privatization deal in the history of this 
province, I don’t see any reason for us to delay until next 
summer having a thorough review by a competent audi- 
tor to see if it provides value for money for the taxpayers 
of this province. 

It seems to me—and I repeat this again—that there is 
absolutely no reason for us to hinge a review of this 
matter on licensing approvals from either the federal 
agency or the OEB. We know, we have been told and we 
have had confirmed for us that neither of these agencies 
is in fact dealing with the financial aspects of this deal, 
and those are the aspects of this deal that I am interested 
in, because those are the aspects of this deal that directly 
impact on the taxpayers of this province. 

We have OPG, whose sole shareholder is the province 
of Ontario, who is leasing an asset that belongs to all of 
the public. The reason for my motion is to determine 
whether or not this 25-year leasing agreement of a major 
public asset is in the best interests of the taxpayers of 
Ontario. I would think, given the magnitude of the deal, 
that all members of this committee, including the gov- 
ernment members, would want to know now that we are 
getting value for money through this $3.1-billion deal for 
a public asset, which the public has paid for. 

There is no good, logical, sensible, reasonable reason 
for us to delay this work—none at all. I will mention 
again that the Premier of this province, when he was 
asked about this deal two days after it was signed, said he 
would be happy to have this deal reviewed by a com- 
mittee and felt that all of the provisions of it would stand 
up to public scrutiny. I am taking the Premier at his word. 
I believed him when he said he was prepared to have this 
reviewed by a legislative committee. This is the com- 
mittee. The time and the place is now, not 10 months 
from now when the thing will be so far done that, despite 
the auditor’s recommendations and findings, we will be 
able to do nothing—nothing—about this deal. 

It seems to me that the committee should have an 
interest in determining now if we’ve got value for 
money, because if we don’t, then this committee has an 
obligation to reply to the House and make suggestions on 
how the financial aspects of the deal could be amended 
and improved to guarantee that the taxpayers of this 
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province get value for money. Why we would want to 
wait 10 months for that when the deal is solidly in place 
is beyond me. It will be far too late at that point to try to 
fix anything, if indeed something needs to be fixed. 

I say to the government members that I regret this is 
the approach they’re taking, because I think they know 
that this effectively ends a relevant, timely investigation 
of what is the biggest—biggest—privatization of a public 
asset in this province. I would have thought they and the 
Premier would have wanted to have this investigated now 
to guarantee that we were getting value for money, to 
ensure that we were getting value for money and, if not, 
to give recommendations now to ensure that we did. 

Mr Levace: I’m trying to come to grips with a couple 
of the things I’ve heard today. It is confusing insomuch 
as the pieces of information provided are so contradictory 
to each other. I’m trying to come to grips with the con- 
cept that has been put forward to us that there is concern 
about the deal being completely finished—Ms Martel is 
giving us an indication that we’re talking about 2001— 
and that to proceed before that might be a problem. 

I need clarification again from the auditor, maybe in 
the legal end of it, not necessarily the auditing end of it. 
If I’ve got this right, you’re saying to me, Mr Peters, that 
if this deal were to be audited today, there might be a 
different result if we waited until the deal was completely 
done, with federal information that doesn’t have an effect 
on finances, if I’ve heard that right. 
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Mr Peters: Certainly the value-for-money aspect 
could be looked at immediately. Some of the conclusions 
may be softer. Let me illustrate. 

Assume for a moment that under the licensing 
arrangement it is now necessary for them to add staff in 
order to meet, for example, safety provisions so that they 
can have the licence, whatever it might be, but one of the 
provisions the licence granter looks for is whether they’re 
properly staffed and can properly carry out their duties 
with regard to safety. There may be some words that 
have to be used in my conclusion that say “but subject 
to” whatever the additional staffing costs might be, for 
example. 

Mr Levac: That helps me an awful lot because, under 
our first discussion, I was under the impression that it 
may have something that would change your view of the 
financial status of the deal versus the language you would 
use as a Cautionary note of some sort, saying that it might 
change because the deal may require you to hire more 
staff or subject to a deal. We’re not talking about an 
overall financial change that—I’m trying to use an 
example too. I don’t know this business, obviously. For 
instance, because we’ve signed the deal, we are now 
going to have $1 billion added to this deal or something 
out there. You’re talking about cautionary language you 
would use. Your language wouldn’t be as strong or as 
concise had you had the entire deal, but you would still 
be able to identify the area we’re talking about, which is 
value for the dollar. 

Mr Peters: That’s right. 


Mr Levac: Then I defer to the other question that was 
raised to me in clarification of Ms Mushinski’s concerns 
about the deal itself not being complete. We’re still not 
talking about a deal that, if signed in the summer—we’re 
not talking about any of the finances that are going to be 
changed in terms of what has already been agreed to. 

Mr McLellan: My understanding is that Ms Mushin- 
ski is asking for clarification on the legal status of what 
has been signed. 

Mr Levac: Understood. 

Mr McLellan: We can look into that and have legal 
counsel look into that. The second component is to check 
on the status of the licensing; in other words, to see 
exactly, contingent upon the signing, what licensing is re- 
quired and the status of those various licensing agree- 
ments. 

Mr Levac: That’s a fair clarification, but I guess what 
I’m putting on the table is whether or not that has an 
impact on the finances in order for the auditor to do his 
job, because there doesn’t seem to me now, in terms of 
what I’ ve been hearing—go ahead. 

Mr McLellan: Sorry. Just going back to Ms Martel’s 
point on the federal safety standards on a class 1 reactor, 
based on the documentation I’ve received, and I can 
circulate this to the committee, it doesn’t deal with finan- 
Cial issues. 

Mr Patten: It doesn’t. You’re right. 

Mr McLellan: It’s dealing with land use, environ- 
mental and administrative/operational matters. I was 
asked to look at that last week, so I’m reporting back on 
that. 

With respect to the energy board items, I believe Mr 
Peters’s office had looked into that and he has reported 
on that. 

The Chair: We have less than three minutes left, 
folks. Ms Dombrowsky, Mr Patten and Ms Munro. 

Mrs Dombrowsky: Can we change the order of Mr 
Patten and me? 

The Chair: Mr Patten, quickly. 

Mr Patten: I have a breakdown which is a summary. 
It’s a huge document on the application which goes to the 
nuclear safety board, but in two pages it gives you a 
picture of all of the elements they are responsible for and 
look at. It goes through the fuel ware, the electrical, the 
maintenance plan, maintenance backups etc. “Are there 
changes?” “None.” “To be reviewed.” “Significant 
changes?” “Yes,” and there’s a description of them. Just 
to reinforce, there’s nothing in here that is financial. I’d 
be happy to table that with the committee to help assure 
the members on the other side that indeed that’s a 
different function. 

Mrs Dombrowsky: I agree with Ms Martel. I suggest 
that Ms Mushinski has failed to demonstrate to me why it 
would be important and necessary to wait until the 
reviews have been completed in order to initiate the work 
of the Provincial Auditor. In fact, I would suggest that it 
might be more appropriate that the Provincial Auditor 
begin his work as soon as possible. If it isn’t a done deal, 
that might not be a bad idea as well, because the auditor 
might uncover some issues that could possibly be 
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addressed before the deal would be finalized. I would not 
be able to support Ms Mushinski’s amendment at this 
point in time. 

Mrs Munro: I was actually going to go back to 
something the auditor said, but I also wanted to raise the 
issue that much of the discussion has focused on the fact 
that these two groups that occupy part of the process are 
not dealing with financial. If you accept that logic, then 
waiting for them doesn’t make any difference, in the 
sense that what we are asking is for them to be com- 
pleted, and that is the process. 

The other thing I wanted to comment on was with 
regard to the auditor’s comments. Last week when you 
referred to the problem of doing something before the 
process has been completed, you told Mr Levac about 
“softer conclusions”; I think that was the term you were 
using. I wondered if that related to the issue you raised 
last week about the difficulty of doing something before 
it’s completed in the audit process that happens after; in 
other words, the advice that you provide afterwards to 
legislators. 

Mr Peters: I’d like to deal with this in two questions. 
I think the reference I made last time—and I hope I’m 
not referring to the wrong thing, and correct me if I do— 
was to my office actually being involved in deals before 
they are completed, from the point of view that it would 
interfere with my independence. However, from the 
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perspective of deals of this nature, I would think that our 
involvement would probably be of assistance because my 
client is different; in other words, in the other situation it 
would be the ministry asking us to be involved, not you. 
This time you are the client, and I report to them, and so 
my independence is safeguarded. 


The Chair: Any other questions? Are you ready for 
the vote, then, on the amendment? 


Ms Martel: Can we have a recorded vote? 
The Chair: Recorded vote. 


Ayes 
Hastings, Martiniuk, Munro, Mushinski. 


Nays 
Dombrowsky, Levac, Martel. 


The Chair: That amendment is carried. 


Are we ready to vote on the motion, as amended? All 
those in favour of the motion, as amended? Opposed? 
That’s carried. 


It being 12 o’clock, we stand adjourned. 
The committee adjourned at 1159. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Thursday 30 November 2000 


The committee met at 1003 in committee room 1. 


SUBCOMMITTEE REPORT 


The Chair (Mr John Gerretsen): I’d like to call the 
meeting to order. The first thing I think we should be 
dealing with is the subcommittee report. Richard, would 
you like to read the report in, and then maybe we can 
have it seconded and discuss it. 

Mr Richard Patten (Ottawa Centre): Yes. Being a 
phantom member, I’d be happy to. 

Your subcommittee on committee business met on 
Wednesday, November 22, 2000, and recommends the 
following: 

(1) That the committee table periodic reports on the 
sections of the auditor’s special report that have been 
reviewed. 

(2) That the schedule for the public accounts com- 
mittee in its review of the 2000 special report of the 
Provincial Auditor be as follows: 

November 30: Overview of special report by Prov- 
incial Auditor, followed by questions/comments from 
each caucus. 

December 7: 3.01 Agricorp (Agriculture, Food and 
Rural Affairs) 

December 14: 3.09 Emergency health services (Health 
and Long-Term Care) 

(3) That the committee will begin each section with a 
closed-session briefing by the research officer and the 
Provincial Auditor. The deputy minister and other appro- 
priate staff of each ministry will be asked to attend the 
committee following the closed-session briefing to pro- 
vide a response to the auditor’s report. 

(4) That the committee request of the House leaders to 
sit for up to eight days during the weeks of February 26, 
2001, and March 5, 2001 (Monday to Thursday)”’— 
except Tuesday, of course—“to continue its review of the 
2000 special report of the Provincial Auditor; 

(5) That the committee review the additional follow- 
ing sections of the 2000 special report of the Provincial 
Auditor, schedule to be determined. 

3.03 Project to automate the land registration system, 
Polaris (Consumer and Commercial Relations) 

3.04 Institutional services and young offender 
operations (Correctional Services) 

3.06 Operations division (Environment) 

3.13 Forest management program (Natural Resources) 
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Chapter 4 (3.04) Land transfer tax program (Ministry 
of Finance) 

Chapter 4 (3.10) Science and information resource 
division (Ministry of Natural Resources) 

Chapter 4 (3.12) Ontario Provincial Police (Ministry 
of the Solicitor General and Correctional Services). 

The Chair: Is there any discussion on that report? 

Ms Shelley Martel (Nickel Belt): It appears the 
House is going to sit an extra week, so we could also sit 
on December 20. I’m wondering what we want to do 
with that session, if we want to leave it. I guess my sug- 
gestion would be that we leave it open to see if there is 
any overflow from either of the two sessions on Decem- 
ber 7 and December 14 and leave that as a potential 
where we might recall either of those two ministries, 
rather than moving on to another entirely new section. 

The Chair: Yes. The other thing is that I’m not sure. 
Is it definite that the House is sitting that week? 

Mr Patten: Nothing is definite. 

The Chair: I would suggest that if it looks as if the 
House is going to sit that week, the subcommittee could 
meet and maybe decide what it wants to do on December 
20—or December 21. Is that agreeable to everybody? 

Any further discussion on the report then? All those in 
favour? Opposed? Carried. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 


Consideration of the special report of the Provincial 
Auditor. 

The Chair: Today we’ll have an overview by the 
Provincial Auditor. I don’t know how long Mr Peters is 
going to speak, but he indicated to me maybe 10 or 15 
minutes and then I would suggest that you go in rotation 
for 20 minutes, 30 minutes, whatever you want to do, for 
each caucus to ask any questions. 

Mr Erik Peters: Just one quick question. Would you 
like me to move to the other end? 

The Chair: It makes no difference. I think you can 
stay right there. 

Mr Erik Peters: OK. The other one is, I have some 
speaking notes, and I thought you might be interested in 
having those. As I say, they’re just speaking notes and 
the famous check against delivery takes place. I tried to 
keep it within the time frame outlined by the Chair. I 
actually had prepared two versions for it, one that omit- 


P-294 


ted the sections that you already had decided to meet on. 
But in the final analysis this morning, I decided to speak 
to all of them because your motion was that I was to give 
an overview of my report. It may be just a few minutes 
longer than I’d indicated but not very much. 

I would like to thank you very much for the oppor- 
tunity to discuss this report with you. With me today is 
Jim McCarter who is the assistant Provincial Auditor. 

First, I have to give you a brief explanation why this is 
a special report and not my annual report. According to 
the Audit Act, I can only lay my annual report before the 
assembly after the public accounts have been tabled. By 
mid-October we were not sure when the public accounts 
would be tabled by the Minister of Finance. However, by 
that time my report sections on accountability, value for 
money and follow-up on value-for-money audits in my 
1998 annual report were finalized. As you know, I 
always follow up two years later. I, therefore, availed 
myself of a provision of the Audit Act which allows me 
to make a special report to the Speaker at any time on 
any matter that I believe should not be deferred until the 
annual report. 
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As you know, the public accounts were tabled on 
November 1. I plan to submit my annual report to the 
Legislature on December 5, which is this Tuesday. That 
report will principally contain my commentary on the 
public accounts of the province, the activities of your 
committee and the operations of my office. Together with 
the special report, these two reports—that is, the annual 
report and the special report—complete my reporting 
responsibility for the year 2000 as outlined under the 
Audit Act. 

This special report, like all my past annual reports, is 
intended and designed to be a catalyst for action to 
improve the administration of public funds and for better 
performance in delivering government services. We have 
made 118 recommendations in this report, and I am 
pleased to note that the ministries have generally agreed 
to take action on them and in some cases have already 
done so. 

I would like to highlight certain value-for-money and 
accountability issues raised in my report to assist you in 
determining which sections of the report you may want to 
consider for review, in addition to the ones your com- 
mittee has already selected. 

Agricorp failed to manage certain of its resources with 
due regard for economy and efficiency. My office had to 
intervene to safeguard resources entrusted to Agricorp. 
The Ministry of Agriculture, Food and Rural Affairs and 
the board of directors did not have the necessary gov- 
ernance and accountability procedures in place for Agri- 
corp to ensure that Agricorp’s activities complied with 
legislation and corporate procedures, and I’ll be happy to 
elaborate on that if you want me to. 

For the child welfare services program, the Ministry of 
Community and Social Services did not have sufficient 
assurance that children in need were adequately pro- 
tected. That was a reporting information problem. The 
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ministry had also not yet adequately linked the funding it 
provided to the assessed cost of the underlying services 
that were received from children’s aid societies. 

The Ministry of Consumer and Commercial Relations 
transferred Polaris, the project to automate the land 
registration system, to Teranet Land Information Services 
Inc in 1991. According to a recent consultant’s study, the 
original cost estimate of $275 million to complete Polaris 
could now be as high as $1 billion, and though the orig- 
inal anticipated completion date was 1999, Teranet has 
indicated a potential project completion date of 2010. At 
the time of our audit, the ministry had not decided on a 
course of action to cope with this situation. They knew 
about it for about a year—they knew about it longer than 
that, but the consultant’s report first draft was in Nov- 
ember 1999. 

The Ministry of Correctional Services operating ex- 





_ penses for correctional institutions have increased 19% in 


the last five years, despite a 6% decline in average inmate 
count. Some of the contributing factors to the expense 
increase have been the significant decline of offenders in 
the temporary absence program—it declined from about 
25,000 offenders to about 4,000; rising average correc- 
tional staff sick days; and higher overtime costs. On the 
temporary absence program, we did a calculation in our 
report that if we had in place the same procedures as in 
Alberta, we would save about $50 million a year. In other 
words, they have 20% of their offenders in this program 
and we have 8%. 

While the ministry has acted on our 1993 recom- 
mendations to realize significant savings through the 
modernization or replacement of existing correctional in- 
stitutions, it did not properly assess the alternative 
delivery options; in other words, how to do it. They knew 
the need, but not how to do it, before proceeding on a 
renewal project estimated to cost $270 million. The 
estimated cost, included in the $270 million, to build a 
new cooking facility to serve a number of correctional 
institutions had increased from $5 million to almost $10 
million. As well, the facility’s production capacity would 
be 1,000 meals a day short of meeting the needs of the 
institutions to be served. 

Some 15% to 20% of inmates require some form of 
clinical intervention for mental disorders. In our 1993 
report, we pointed out that many of these inmates should 
be in treatment facilities and not in jails and that correc- 
tional staff were not adequately trained to handle inmates 
with mental disorders. At that time, there was a commit- 
ment to take action. The Ministry of Correctional Ser- 
vices Act specifies that it is the responsibility of the 
ministry to ensure that inmates requiring hospitalization 
be properly placed for treatment. Given that the issues 
relating to mentally disordered inmates have been identi- 
fied since 1993, we are concerned that the various 
initiatives taken to address their needs have yet to be 
implemented. 

For $576 million in pupil transportation grants, the 
Ministry of Education had not yet established satisfactory 
procedures to ensure the economical, efficient and equit- 
able delivery of pupil transportation services. Related to 
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this, we also concluded that the Ministry of Transporta- 
tion can and should strengthen its systems and pro- 
cedures for ensuring that operators of school-purpose 
vehicles comply with legislative and regulatory safety 
requirements. 

The Ministry of the Environment did not know the 
extent to which facilities that discharge contaminants into 
the environment were meeting current environmental 
standards and, consequently, where corrective action had 
to be taken to protect the environment. 

A 25% reduction in staff at the ministry over the last 
few years had contributed to a 34% decrease in the 
number of ministry-initiated inspections conducted per 
year. For instance, inspections of municipal water treat- 
ment plants declined from over 400 to 190 per year over 
the last five years. Further in this regard, the ministry 
identified significant violations in 31% of the inspections 
it conducted in 1999-2000. The ministry relied extens- 
ively on facility operators to comply voluntarily rather 
than impose stringent and available enforcement meas- 
ures such as issuing control orders or laying charges. 
This was of particular concern as one third of the viola- 
tors were repeat offenders. 

The ministry reported individual measures of effec- 
tiveness through its annual business plan. However, the 
business plan did not provide a comprehensive assess- 
ment of the overall impact of the ministry’s efforts on the 
environment. For example, under its goal for cleaner 
land, the only measure reported on publicly was the per 
centage of PCBs in storage that had been destroyed. 
Also, under its goal for healthier ecosystems, the effici- 
ency of processing approvals and environmental assess- 
ments were measured but the outcomes of these 
approvals were not measured. Outcome measurement, of 
course, is always a difficult area. 

Regarding the Ministry of Finance’s retail sales tax 
program, we found that administrative practices have 
improved from our previous audit. However, further im- 
provements are needed to close the tax gap, particularly 
in the area of audit coverage, or more important actually, 
to analyze the areas which give rise to the tax gap and 
take steps to correct that situation. 

We had the following major concerns from our audit 
of the Ministry of Health and Long-Term Care com- 
munity health centres program: the ministry had not 
assessed the efficiency, effectiveness and ability of com- 
munity health centres to provide quality care; and fund- 
ing was not linked to expected services to be provided by 
these health centres. 

The Ministry of Health and Long-Term Care needs to 
ensure that emergency health services are more patient- 
focused and that ambulance services better meet 
response-time requirements. According to the latest stat- 
istics made available to us, we found that 50% of am- 
bulance operators did not meet established response-time 
requirements, which were based on 1996 actual response 
times. 

In April 1998, the emergency services working group, 
with representation from the Ontario Hospital Associa- 
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tion and the ministry, reported that hospitals were 
requesting redirect consideration and critical care bypass 
at different occupancy levels and for different reasons 
and that there were no standard, monitored criteria to 
define what capacity is. For example, the working group 
reported that during the period it surveyed, hospital 
emergency departments in the greater Toronto area were 
not at full capacity 36% of the time when redirect con- 
sideration or critical care bypass was declared. 

Furthermore, the entire ambulance system, when re- 
aligned through downloading to municipalities, may not 
provide a balanced and integrated system of ambulance 
services and may cost Ontarians an additional $100 mil- 
lion in order to achieve the actual response times in 1996, 
which already weren’t that good. 

1020 

Our major concerns with the Health and Long-Term 
Care health services organization and primary care net- 
work programs were: 

—The health services organization patient rosters had 
not been adequately verified, even though in one verifica- 
tion they found, for example, that 8,000 people on the 
roster should not have been there. 

—The Ministry of Health and Long-Term Care had 
not assessed whether it was receiving value for money 
for the more than $20 million in annual funding it 
provided to the group health association in Sault Ste 
Marie. 

—Expansion of the primary care network program, to 
include 80% of the eligible family doctors, was being 
planned—it was actually being planned for implemen- 
tation as they went along—while evaluations of the pilot 
primary care networks were still not completed. 

—Capitation, that is, per person funding rates, did not 
take into account factors that may affect the need for 
primary health care, such as patients’ medical histories. 

Of particular concern is that many of the major con- 
cerns arising from this audit were similar to the ones we 
noted six years ago. 

Our major concerns with the Ontario midwifery pro- 
gram were: there was a lack of adequate information to 
determine whether the objectives of the program were 
being met, and the Ministry of Health and Long-Term 
Care had not assessed the cost-effectiveness of the cur- 
rent delivery and funding model for midwifery services. 

In our audit of movable assets, we conducted our work 
at five ministries. We concluded that although ministries 
generally followed the process recommended by the 
Management Board Secretariat for acquiring information 
technology equipment and used the Management Board 
Secretariat standing agreements with various manufac- 
turers for their equipment acquisitions, doing so did not 
ensure they received value for money. We also concluded 
that movable assets were not adequately managed, and 
identified a number of issues in that regard. 

Regarding the Ministry of Natural Resources forest 
management program, we concluded that the ministry did 
not have sufficient information to adequately meet its 
obligation to annually report on the management of 
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Ontario’s crown forests. In addition, the ministry has not 
yet completed its transition from directly managing many 
aspects of forestry to implementing appropriate oversight 
and monitoring procedures to ensure that forestry com- 
panies comply with legislation and ministry policy and to 
ensure that the long-term health of Ontario’s crown 
forests is managed with due regard for economy and 
efficiency. 

Regarding the Ontario Native Affairs Secretariat, we 
found that although the value of land claim settlements 
was adequately supported, improvements were needed in 
the timeliness of reporting and accountability by First 
Nations for the use of funding provided to them for land 
claim negotiations. 

In its advisory role, that secretariat helps coordinate 
Aboriginal-specific programs delivered by other minis- 
tries. Expenditures for these programs exceed $370 mil- 
lion a year. We concluded that the secretariat needed to 
improve the timeliness of, accessibility to and level of 
detail in its database of information in these programs. 

From our follow-up on our 1998 value-for-money 
audits, I would like to highlight two, and those are in 
addition to the ones you have selected. 

The Ministry of Community and Social Services re- 
negotiated, in April this year, a number of improvements 
for taxpayers on the original agreement with Andersen 
Consulting, and I’m pleased to note that this committee 
played quite a role in that process. However, these im- 
provements were limited by the fact that under the 
original agreement and the early opportunities initiative 
task order, Andersen Consulting was not obligated to 
agree to any changes other than to extend the contract. 
What was achieved is actually over and above what was 
in the contract, so that’s a plus. However, the improve- 
ments notwithstanding, Andersen Consulting was paid 
$95 million by March 31, 2000, although the project was 
significantly behind its original schedule and the project 
costs at that time exceeded the benefits—and the benefits 
grew by $30 million. 

Regarding the Ministry of Health and Long-Term 
Care, Ontario health insurance plan: of the 12 million 
OHIP cards in circulation in January 2000, 8.3 million 
were issued prior to 1995. For those 8.3 million cards, 
eligibility had still not been verified. 

As to accountability, I would like to raise two issues. 
Firstly, an accountability regime to the Legislature, and 
therefore to the taxpayer, for the activities of the Ontario 
Innovation Trust is significantly impaired; some would 
say, virtually non-existent. By March 31, 2000, the gov- 
ernment had flowed $750 million to the trust, of which 
$500 million was pre-flowed well before the funds were 
actually required. I urge the government to establish for 
these funds an appropriate accountability regime to the 
Legislature. 

Secondly, we have sought over the last decade to have 
the Audit Act amended to enable my office to assist the 
Legislature in holding government service delivery 
agents better publicly accountable for achieving value for 
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money for the $30 billion these agents receive annually 
as transfer payments from the government. 

Over four years ago your committee unanimously en- 
dorsed our proposed amendments to the Audit Act. Since 
there has been no action on this issue since then, I re- 
spectfully recommend that this committee revisit this 
subject. 

Overall, this special report on accountability and value 
for money deals with a significant number of issues 
where corrective action needs to be taken. We look for- 
ward to seeing positive and timely results from min- 
istries’ actions on our recommendations. 

I wish to express my sincere thanks and appreciation 
to the staff of my office for the solid and professional 
work they have put into this special report. 

I’d be happy to answer any questions. 

The Chair: OK. It’s 10:28, so I would suggest a half- 
hour for each caucus. Why don’t we start with 20 min- 
utes per caucus initially, and then we’ll see what you 
want to do for the last half-hour. We’ll start with the 
Liberal caucus: Mr Gravelle and then Mr Peters. 

Mr Michael Gravelle (Thunder Bay-Superior 
North): Mr Peters, I want to ask about the Andersen 
Consulting issue. Obviously, what you said was in terms 
of Andersen Consulting still receiving a disproportionate 
amount of the benefit pool in relation to its work effort. I 
take it from what you said that there’s no way of con- 
trolling that because of the way the contract was origin- 
ally signed by the government with Andersen. In other 
words, despite the fact that part of the agreement was 
changed, they can’t change the fact that they’ve paid 
them more than they should. In essence, I think that’s 
really what you’re saying, that they’ ve been paid benefits 
they probably shouldn’t have been paid, ultimately, if it 
was an appropriate agreement. Is that fair to say? 

Mr Erik Peters: I would have some difficulty with 
the word “should,” because that was an agreement signed 
between the government and Andersen Consulting, and 
Andersen was within its contractual right of enforcing the 
clause. What I am saying is that the improvements that 
were achieved are remarkable in light of the fact that 
Andersen didn’t have to agree to them. 

Mr Gravelle: Right, but in essence the original agree- 
ment, which I think we’ ve all been pretty critical of, and I 
think it’s fair to say you’ve been critical of it as well, 
obviously—there’s nothing much we can do about that at 
all. That agreement is locked in place. 

Mr Erik Peters: Of course the other choice that was 
available to the ministry was cancellation and re-tender- 
ing and all those things, which the ministry, to the best of 
my knowledge, certainly weighed but considered that the 
cost of doing so would be too high. 

Mr Gravelle: If that could have happened, would that 
have been something you would have recommended they 
do? 

Mr Erik Peters: We didn’t evaluate the alternatives. 
We did suggest that it be given consideration. 

Mr Gravelle: Do you have concerns about the fact 
that under the revised agreement they expanded the cir- 
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cumstances under which payments may be made outside 
the fee cap? Do you have a number of concerns about 
that? In other words, the $180 million is a locked-in 
figure, but then there is the amount they can charge out 
of that fee cap. You make reference to some of those 
concerns, but are they serious concerns about some of the 
extra costs? 

Mr Erik Peters: The serious concern originally was 
of course that these extra charges were very ill-defined or 
very poorly defined, so they didn’t know what could be 
charged outside the cap. I think what has happened under 
the re-negotiation is that there is now a better definition 
of what can be add-ons to the cap. 

Mr Gravelle: Wasn’t it part of the original agreement 
that they did not have to pay Andersen until the benefits 
exceeded the costs? 

Mr Erik Peters: Under the original first agreement 
and under the terms of what was called “common- 
purpose procurement,” that was the fundamental idea of 
that process. However, that was fairly quickly set aside 
by the ministry through the early opportunities initiative 
task order, and the ministry there agreed they would pay 
up front. 

Mr Gravelle: But they didn’t have to. 

Mr Erik Peters: Under the original agreement, they 
didn’t have to, but at that time they agreed to do so. 
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Mr Gravelle: So, then, as of this stage, the $30.5 mil- 
lion is the difference in terms of the actual costs exceed- 
ing the benefits. 

Mr Erik Peters: The costs exceeded benefits by $30 
million. But $95 million had been paid to Andersen 
Consulting for their work. 

Mr Gravelle: Just a clarification too: in your report 
last week, that project’s cost pool totalled $146.7 million, 
$117.4 million to Andersen Consulting. It seems to me 
that would be two fiscal years of payment, then, because 
it was $60.5 million that Andersen got paid in the last 
fiscal year. Is that correct? 

Mr Erik Peters: They are running on a cumulative 
basis. In other words, the chart that you find on page 265 
of my report is on a cumulative basis. That’s the project 
to date, if you will. So out of the amounts paid, you see 
the end of the consulting costs, which was $95 million, 
and by the year before, if the number was $65 million—I 
don’t recall who was talking to them. 

Mr Jim McCarter: The number I have is that at 
March 1998, $15 million was paid. At July 1999, I think 
when we did the special report, $55 million had been, 
and at March 2000, $95 million had been paid. 

Mr Gravelle: I guess what I’m looking at is that 
$117.4 million was paid to Andersen Consulting. I’m 
looking at the figures on page 260 of the report, just 
before “Current Status of Recommendations.” The cost 
pool total is $146.7 million: $117.4 million to Andersen 
Consulting and $29.3 million to the ministry. The benefit 
pool totalled $116.2 million, which of course makes up 
for the cost pool exceeding the benefit pool by $30.5 mil- 
lion. Then you say, “Payments to Andersen Consulting 
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totalled $95.6 million.” I’m trying to get my head straight 
around this, the $117.4 million to Andersen and then the 
$95 million— 

Mr Erik Peters: The $117 million dollars is what 
Andersen charged to the project. The $95 million is what 
they were actually paid in cash. So there’s another $22 
million. But also, if you take a look at it, there is a 
distinction made between the early opportunities task 
order, which gives them the right to pay, and all other 
task orders. 

The Chair: There’s a chart at page 264. 

Mr Gravelle: Yes, OK. Can you just give me the 
totals again for the three fiscal years, then? 

Mr McCarter: The March 1998 figures I had were 
that $15 million had been paid by March 1998. At July 
1999—] think that’s when we did a special report for this 
committee—it was $55 million, and at March 2000, it 
was $95.6 million. 

Mr Gravelle: Mr Peters, if I could ask, is there any- 
thing else that could be said in terms of whether the early 
opportunities initiative should be in place or should not 
be in place? It was an adjunct to the original agreement, 
in essence. 

Mr Erik Peters: It was certainly permissible under 
the original agreement for the ministry and Andersen 
Consulting to agree to different terms under these indiv- 
idual task orders as they went along. But nevertheless it 
was done. There was a question raised as to why it was 
done at the time. We raised that in our 1998 report, but I 
think it’s a past event where the paying carries on. 

Mr Gravelle: What I take from this to some degree is 
that the original agreement that stated that Andersen 
would not be paid until the benefit pool exceeded the cost 
pool in some ways was a—how do I put this without 
being the least bit rude? It’s almost a useless thing to put 
in, in the sense that it seems clear there was no real inten- 
tion of sticking to that. On the surface, it sounds like that 
was a serious part of the agreement that actually was 
never meant to be taken seriously, because obviously 
they were going to be setting up a way to pay Andersen 
in advance. Why would you put that in any agreement if 
you don’t intend to honour it? 

Mr Erik Peters: Well, it was originally in the agree- 
ment because under the common-purpose procurement 
guidelines that were issued by the government of the day, 
that was actually the concept that was supposed to have 
been followed. The fact was that these guidelines were 
not followed. 

Mr Gravelle: So the early opportunities initiative was 
a way to get around the original guidelines. So the orig- 
inal guideline was that we certainly shouldn’t pay them 
until there’s some benefit on the benefit side. That 
sounds appropriate. But then we’ve got to find a way to 
pay them somehow, so we’ll set up this early opportun- 
ities initiative. 

Mr Erik Peters: That’s right. 

Mr Steve Peters (Elgin-Middlesex-London): Mr 
Peters, in your opening remarks you said that your office 
had to intervene to safeguard resources entrusted to Agri- 
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corp. I’d like to understand, were you as the auditor 
asked to look into the affairs of Agricorp, or was this on 
your department’s own initiative that you went into Agri- 
corp? 

Mr Erik Peters: Agricorp was selected on the initia- 
tive of my office. 

Mr Steve Peters: You weren’t asked to look into 
what was going on at Agricorp? 

Mr Erik Peters: No. I took a look at Hansard, and I 
think the way the minister described the events on 
November 22 was correct. Just to give you a little bit of 
background on this, as you know, I am the auditor of 
Agricorp’s financial statements. What had happened in 
our financial statement audits is that we continuously ran 
into problems of where to allocate expenses. The min- 
istry is right. When we brought it to their attention, they 
corrected it. To allow us to give a clean opinion on the 
financial statement of Agricorp, these situations were 
corrected as we were going along. 

But we became increasingly concerned about a wide 
range of issues in these audits. It started with some of the 
travel expenses that were very funny. There were con- 
tracts struck that we had questions about. In our risk 
analysis, which we normally carried out, in about June of 
last year we decided there were enough flags here that we 
should conduct a value-for-money audit of this corpora- 
tion. We initiated the audit. Once we initiated the audit, 
the findings became very significant. In fact, they be- 
came so significant that we suggested to the staff of the 
ministry that they may want to consider getting the 
minister involved, and then they did. 

Mr Steve Peters: You made reference to a November 
Hansard, but in a previous question that was asked in the 
Legislature the minister said the ministry asked you to 
look into Agricorp. But you’ve just stated that you went 
in as a result of your standard audits. 

Mr Erik Peters: That’s correct. That’s why I say that 
we found the remarks on November 22 were much closer 
to the facts. 

Mr Steve Peters: On page 25, there are a couple of 
references: “However, legislation prescribes, and a legal 
opinion confirmed, the allowable uses of the fund, which 
do not include administrative expenses.” 

Later on, on page 25, “Agricorp engaged an invest- 
ment adviser, without competition, for a minimum annual 
fee of $400,000. The advice ... was of little value.” Then 
you end that statement saying that “included investments 
the corporation was legislatively prohibited from purch- 
asing.” 

Then later on, on page 36, it says, “The adviser repeat- 
edly recommended a diversified portfolio that would 
include stocks and other related instruments Agricorp is 
not allowed to purchase under the Agricorp Act.” 

I’m trying to understand those three comments on 
pages 25 and 36. Are you suggesting—what I’m trying to 
understand is, are these illegal activities that Agricorp 
was engaged in? 

Mr Erik Peters: Let me just gather my thoughts as I 
answer this question, because it became technically very 
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complicated. For the whole program under which Agri- 
corp operates, there are two pieces of legislation that 
actually regulate it, a federal piece and a provincial piece. 
I’m not 100% sure in my own mind right now which 
piece is what, but in any event the overall is that Agri- 
corp can invest these funds that it operates in government 
securities or government-guaranteed securities. In other 
words, largely that would be bonds, debentures, which 
are guaranteed. Therefore, there’s no provision made for 
equities and stocks and this sort of thing. 

Why it was not illegal is that virtually every time the 
situation occurred, we stopped it. My office, in our 
annual audit, stopped these transfers that were supposed 
to be made. The idea was that the administrative costs 
were to be carried by the taxpayer and the funds were to 
be shared, the premium costs, by the insured people and 


_ the government. So in all of these circumstances we 


stopped the transaction. If the transaction had been com- 
pleted, it would have been contrary to the law. 

Did I make this point clear? 
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Ms Marilyn Mushinski (Scarborough Centre): Mr 
Chairman, for clarification, who determines what is legal 
and what is illegal? And if it is illegal, at what point 
would, let’s say, the police or the crown be involved? Is 
it the auditor who determines what’s legal and what’s 
illegal? 

The Chair: Could you answer that? 

Mr Erik Peters: What we did is we asked Agricorp to 
justify their wish or their proposal by legal advice. When 
they got the legal advice, quite frankly, it didn’t look 
right. 

Ms Mushinski: I’m not concerned about that so much 
as who determines what’s legal and what’s illegal, and at 
what point—if you determine that you suspect something 
is illegal, do you then involve the police? 

Mr Erik Peters: No. We first involve lawyers, and 
that’s what we did. 

Ms Mushinski: OK. That’s what I needed to know. 

Mr Erik Peters: That’s what we did, and we asked 
Agricorp to engage a lawyer to give them an opinion as 
to where they stood. Once that lawyer opined—and that 
lawyer was engaged on our instigation, but by Agricorp. 
Once that lawyer said, “Hey, what you’re doing is 
wrong,” then they stopped and the whole thing was fixed. 

Ms Mushinski: My apologies. I just needed— 

The Chair: OK, I'll add two minutes on to your time, 
Mr Peters. Go ahead. 

Mr Steve Peters: On page 27 of your report, Mr 
Peters, you make reference to a long-term bond that was 
purchased in May 1999. That bond then was sold in 
September 1999. You comment that by using these funds 
inappropriately, Agricorp violated its fiduciary responsi- 
bility. 

I'd like to know—it’s a two-part question—if you 
could give me the date, or, if you can’t today, if you 
could provide me with the date that that bond was sold in 
September 1999. I'd also like to know, what exactly was 
inappropriate, in your words, about that bond? 
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Mr Erik Peters: There are two questions here. The 
first one: details of the transactions you would have to 
obtain from Agricorp. Under section 19 of the act, I can- 
not provide you—we said what we have to say in this 
particular paragraph. So if you wanted details of the 
transaction—actually, the key to your second question, 
the key to the answer, rests in the first and last sentences 
of this paragraph. 

The first sentence says, “Agricorp has a buy and hold 
to maturity strategy for long-term investments in the 
Ontario crop insurance fund.” In other words, we buy 
securities and they are held to maturity. What happened 
here is that they incurred a loss, even though—and that’s 
where the last sentence comes in—“there was no need to 
sell these investments to meet indemnity obligations.” In 
other words, it was a poor investment decision. They 
decided to sell bonds although they didn’t have to do so, 
in spite of their strategy to hold them until maturity. 

The Chair: Mr Cleary, and there’s about three or four 
minutes left. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Thank you, Mr Peters. Was that investment done 
by the board of directors, or how did that take place at 
Agricorp? 

Mr Erik Peters: They actually have within their man- 
agement an investment group that is supposed to look 
after the investment of these various funds. There is over- 
sight supposed to be carried out by the board. I believe 


there was also—I’m going by memory—a finance com-’ 


mittee somewhere in this, but we found that they didn’t 
meet or didn’t exercise their function. 

Mr Cleary: When was the minister notified about 
these problems? 

Mr Erik Peters: The meeting with the minister took 
place, I think, at the end of our field work, which we 
identify as about March, but it was only a very high level. 
He was concerned what was going on, and it was a very 
high level; we didn’t go into much detail at that particular 
meeting. 

Mr Cleary: I know this is a big issue in rural Ontario. 
I just got off the telephone with some people from the 
west end of my riding and the east end of the next riding. 
They’re not going to let go on this. They’re out for blood 
and they want to see these people who made these invest- 
ments dismissed. That’s the way a lot of people in the 
agricultural community feel. The other thing they want to 
know for the record is the percentage of dollars that were 
invested that were provincial funds and agriculture com- 
munity funds—the breakdown of the pot of money. I 
guess that’s not a fair question. 

The Chair: Do you have a breakdown of the money? 
Whose money was it? 

Mr Erik Peters: Whose money was it? The invest- 
ments were certainly the money of the funds that are set 
aside to ensure crops, so it is the fund’s money. The 
difficulty we had with Agricorp was that the adminis- 
trative costs are to be carried by the taxpayer and the 
risks of the insurance funds are to be carried by the 
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funds. So the investments are the funds’ money in that 
regard. 

I want to come back to one I related to you previously. 
It is fairly unusual for us to actually meet with a minister. 
The meeting with the minister was actually caused by the 
staff because I made a suggestion to them that maybe it 
was worthwhile, because we were not sure. We don’t 
know in any ministry how the information flow actually 
is between the bureaucrats and the minister on our audits. 
We meet in our audits, as we carry them on, with the 
bureaucrats, with the staff of, in this case, Agricorp and 
the ministry. We keep them abreast of all our findings 
and they are pretty well in the picture of what we have 
found. Now, how much they carry forward then to even 
the deputy minister and beyond really, that’s their own 
procedure and within that I’m not getting involved. 

The only reason we actually wanted to deal with the 
minister at this point was because this question of legality 
was raised with us and by us. The staff actually raised the 
question as to, “What legal authority are you looking 
for?” and we said, “What legal authority do you have?” 
When we discussed what legal authority they had, we 
found that there was a gap. That’s why the ministry 
agreed with us to actually engage a lawyer to take a look 
into the situation. 

The Chair: We’ll have to leave it at that for now. 

Mr Erik Peters: Have I confused you totally? 

Mr Cleary: No. 

The Chair: We may get back to it later on. Ms 
Martel. ; 

Ms Martel: If I understand you correctly, this was at 
the end of your field work, and so the transactions you 
were concerned about would have been going on through 
the whole process of your audit. Your meeting with the 
minister to determine the legal authority under which 
these were happening was actually at the end of the audit. 
Is that correct? 

Mr Erik Peters: At the end of the field work. 

Ms Martel: It would have been about March 2000? 

Mr Erik Peters: Yes; it would be before March 2000. 
But we would have advised the staff of all our findings as 
we went along, and they were fully aware. 
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Ms Martel: When did you start to do the audit? 

Mr Erik Peters: This audit was started in about 
October 1999. 

Ms Martel: So for six months this process unravelled. 
You must have been concerned even earlier than March 
about some of the transactions that might have occurred 
had your office not intervened. 

Mr Erik Peters: Very much so, and we raised them. 
It was an audit of Agricorp, so our primary auditee was 
the staff at Agricorp itself. We raised these issues with 
the management as we went along. We raised them to the 
board level toward the end of the audit. We need to have 
our ducks lined up, if you will. We have to discuss with 
staff because you have to give staff the benefit of the 
doubt: “This is our finding. What else do you have? What 
are the facts? Are we seeing it right?” We have to do a 
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due diligence exercise in our audit, and that was certainly 
carried out. We reached our conclusions once we had all 
the information gathered, and that takes time. 

Ms Martel: During the process of the audit, were you 
not taken seriously by the staff or by the board? 

Mr Erik Peters: I think we were. The staff did take us 
seriously but they were, as you always find in audits, 
fairly defensive. Ultimately, that’s why in our report we 
also looked at the role of the board of directors and the 
role of the observer by the government on the board of 
directors. I should tell you that was a major concern we 
had at that point. The ministry is represented by a person 
at the assistant deputy minister level on the board. The 
question was—these people are sitting in these board 
meetings. What do they do? In fact, there is a fundamen- 
tal question here on the whole governance structure: 
What guidelines are there for people who are supposed to 
be observers on board meetings? Do they have the right 
to inquire? Do they have the right to make comments that 
the information presented may not be as it should be? 
Where exactly is that process? There is weakness in the 
system on this one, because observers very often do not 
have a very well-defined role on this. But this has been 
going on for years, and somebody must have noticed. 

Ms Martel: But this representative is at the ADM 
level, so senior management in the ministry. 

Mr Erik Peters: That’s right. 

Ms Martel: Is it not clear in either the legislation or 
the regulations what instruments are available to Agri- 
corp to use for investment purposes and which are for- 
bidden? Is this the problem? 

Mr Erik Peters: No, they are very clearly stated. 

Ms Martel: In legislation or in regs? 

Mr Erik Peters: In legislation. 

Mr McCarter: If you want to turn to page 26, “Legis- 
lation restricts all of Agricorp’s investments to highly 
liquid, high-grade money-market instruments, such as 
federal and provincial bonds, deposit notes,” etc. 

Ms Martel: So the board and, frankly, the ministry 
observer should have been aware of that? 

Mr Erik Peters: That’s quite right. This is one of the 
things—if the information percolated up to the board 
level. One of the difficulties this organization had was 
that, in retrospect, we found that the information that was 
raised to the board level was extremely well controlled. 
In many cases they were informed after the fact or they 
may not have been informed at all. That’s why we raised 
the questions of governance and accountability, because, 
having been a board member myself, if I had this dearth 
of information coming at me I would have raised a 
significant number of questions and said, “Why do you 
come forward to ask only after you have signed a 
contract?” 

The Chair: When you say you’ve been a board 
member, it’s not of Agricorp, just a board member. 

Mr Erik Peters: Not of Agricorp. Absolutely. No, I 
couldn’t be a board member of any Ontario organization. 

The Chair: I understand. I just wanted to have it 
Clear. 
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Ms Martel: Just so I’m clear, the individual trans- 
actions, especially the ones you had concerns about, 
would not have been made available to the board unless 
board members specifically asked for that. Is that what 
we should assume? 

Mr Erik Peters: I really don’t know how much in- 
formation was made available to them. The information 
that was provided should have raised flags in two areas: 
the quality of the information that was provided and also 
what was going on that they didn’t have any information 
on. If you look at our report, again on page 27, for 
example, we state, “The corporation’s board had not 
approved the speculative trading strategy. We were in- 
formed that management had obtained verbal approval to 
proceed from two of the three members of the board’s 
audit and finance committee. However, this committee 
functions in an advisory capacity only and did not have 
the authority....” They also held a “strategic and tactical 
committee comprising board members....” The “monitor- 
ing was ineffective since neither of these committees 
ever met regarding the speculative daily trading activity.” 
So it looks like there were significant problems in the 
information flow, not only as to the quality but also as to 
the timing of the information. 

Ms Martel: After having been there and having had a 
discussion with the minister, are you convinced that the 
problems are fixed here? I raise that because I’ve been 
contacted too in the last week by a group of farmers in 
Huron county, 42 of them, who continue to have really 
serious Ongoing concerns about Agricorp and are using 
the terminology of fraud, which is a pretty serious term to 
be using. Their assessment of even the current structure 
is that it’s not working. 

Mr Erik Peters: That I can’t comment on because 
after we raised this to the top level, the board members 
were replaced on the board of directors—I’m not sure 
how many—and also a new chief executive officer was 
engaged. Also other changes were made in the senior 
management as part of it. So that’s all I can tell you. 

Ms Martel: In terms of your other concerns around 
the quality of information, the timing of it, who has 
access etc, we’d have to ask the ministry that. 

Mr Erik Peters: That’s right. 

Ms Martel: You wouldn’t have a sense of what they 
have done in response to those issues as well. 

Mr Erik Peters: That’s right. Whether they have 
redefined the role of the observer and how communica- 
tion flows now between management of Agricorp, the 
board of Agricorp and the ministry staff are questions 
that have to be answered by the ministry. 

Ms Martel: Let me ask you a question about the 
emergency health services for the Ministry of Health. In 
the audit report—and this is in your overall audit con- 
clusions—you mention that the ministry estimated that 
the transfer of ambulance services to the municipalities 
would cost about an additional $53 million in the year 
2000, and some of the one-time and compensation costs 
are noted. But if I recall, your estimate is closer to $100 
million. I wonder if you can give the committee some 
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idea what the ministry is basing their figures on and what 
you’re basing yours on. 

Mr Erik Peters: If you want to follow me to page 
161, where we outline the various components that are 
involved in the number that comes out to slightly higher 
than the $100 million— 

Ms Martel: I don’t see it on page 161. 

Mr Erik Peters: The first one is in the first bullet, 
where it says, “The ministry estimated that an additional 
$40 million annually and $11.6 million in one-time fund- 
ing would be needed to meet the current response time 
requirements.” One of the things I was careful to do was 
to link the $100-million requirement to meet the 1996 
response times. The other number comes in the second 
bullet on the next page, “The ministry estimated that, due 
primarily to the transfer of land ambulance services to 
municipalities, the cost of providing the existing level of 
service would increase by approximately $53 million in 
the year 2000.” So it was really adding together the $40 
million annually plus the $11-million one-time cost, 
giving you $51 million, plus this $53 million, which 
gives you about $106 million. So that’s where the $100 
million comes from. 

1100 

Ms Martel: Sorry, just to clarify, the $100 million is 
an annual additional cost? Because some of those items 
are one-time. 

Mr Erik Peters: Right. It includes $11.6 million one- 
time. 

Ms Martel: You feel comfortable in that it’s probably 
$100 million, give or take the $11 million in there? 
That’s an additional cost that was not anticipated at the 
time of the download. 

Mr Erik Peters: Yes, it would be close to $100 
million. It’s either over $100 million or close to. 

Ms Martel: Do you think that’s going to get higher? 

Mr Erik Peters: That would be speculative on my 
part. Those were the numbers the ministry provided to us 
at that time. 

Ms Martel: When you looked at dispatch times—and 
this is on page 169, before the recommendation—you 
mentioned that the ministry was aware that the response 
times were not being met but they were taking minimal 
corrective action, and then the new regs under the Am- 
bulance Act no longer specified a time requirement for 
dispatch. I understand, if I look at the ministry’s re- 
sponse, that how they are doing that now is to have this 
performance agreement between each dispatch centre and 
the ministry, so there will be some new standards set 
there. My concern is, (a) is this going to work, and (b) 
will you not end up then with different standards across 
the province in terms of dispatch time? 

Mr Erik Peters: It’s a very good question to ask the 
ministry. We just had to stop at the point where we said, 
“Tt used to be there; it is no longer there.” You now have 
a new mechanism in place and it’s a mechanism that we 
did not audit because it was only put into effect as of 
May 1, 2000. 
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Ms Martel: Did the ministry give you any idea— 
because you had already expressed a previous concern 
about the monitoring of the previous dispatch time—of 
how they were going to monitor the new agreement to 
guarantee that the times would be met? 

Mr Erik Peters: I again have to take you back to the 
May | date. 

Ms Martel: You were done. 

Mr Erik Peters: At that time, we were done. The 
audit was done. We just brought it in to update the 
situation. 

If I may make an overall point on this one, in our 
approach in all the statements that I’ve made, we have 
said that if you consider a change in program delivery, 
that should be based on a sound analysis of what is 
currently going on in that program so that a clear deter- 
mination can be made as to whether the program can be 
continued as it is, whether it should be modified, in what 
format it can be outsourced or whether it can actually be 
totally—you know, that the government should get out of 
the business that is there. One of the concerns here is that 
we Clearly have a service that is not performing as well as 
it did in 1996. That is now being reorganized and, as we 
said, some of the municipalities have expressed concerns 
about that. . 

Ms Martel: I wanted to ask you a question about the 
Ministry of Correctional Services, the 19% increase over 
that five-year time frame. You have attributed it to three 
areas: the decline in the temporary absence program, the 
sick days and the higher overtime cost. Do you have a 
breakdown of how that 19% works against those three 
categories? 

Mr Erik Peters: No, we don’t, because the system 
doesn’t have that. 

Ms Martel: It doesn’t allow for it? 

Mr Erik Peters: Those are the key areas that we 
could identify. The temporary absence program would be 
speculative, how much it would be, so we can’t identify 
it. But we did identify clearly the numbers of the over- 
time. Of course, there is a linkage between people away 
on sick leave and overtime. If somebody is away sick, 
somebody else most likely has to work overtime to cover 
off. 

Ms Martel: Did you ask the ministry why there had 
been such a change in their temporary absence program? 
What was the reason behind that? 

Mr Erik Peters: The reason is actually stated in their 
response. I’m trying to find the page. 

Mr McCarter: Page 85. 

Mr Erik Peters: They just said public safety is top 
priority and they felt there was a risk to the public. 

Ms Martel: Do they have any evidence to support 
their concern that people who were using this program 
were more likely to reoffend, to be in trouble in the com- 
munity etc? Did they provide you any evidence of that? 

Mr Erik Peters: Actually, our findings were the op- 
posite of that. Our findings were that there was fairly 
little risk reported by the particular provinces that had 
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applied this program far more extensively than Ontario 
did. 

Ms Martel: But your assessment was not based on 
Ontario numbers, though, in terms of how the program 
worked. Should I be clear about that? You were basing it 
in terms of how it worked elsewhere and whether or not 
it was a problem, is that correct? 

Mr Erik Peters: No, we said on page 84 that our 
examination revealed that Ontario’s success rate with the 
temporary absence program over the eight years re- 
mained unchanged at 97%, with failures attributed 
mainly to technical violations such as missing curfew. So 
we did assess the Ontario situation. 

Ms Martel: My apologies. 

Mr Erik Peters: No problem. 

Ms Martel: Do I still have some time? 

The Chair: You have three minutes left. 

Ms Martel: I wanted to ask you about the MOE, 
particularly the decline in staff, but more importantly, the 
decline in inspections. Your recommendation on the 
bottom was that, “The ministry should explore options 
and develop procedures to increase its inspection cover- 
age.” 

Mr Erik Peters: What page are you reading from? 

Ms Martel: This is 119. Does that mean increase the 
number of staff? 

Mr Erik Peters: That would certainly be one of the 
options. Other options would be contracting out, finding 
people who do it, who are specialists, for example, in 
certain types of inspections. It’s a wide range of options 
that could be available to the ministry. 

Ms Martel: It is your view that the decline is clearly 
linked back to manpower or a lack of human resources. 

Mr Erik Peters: That is certainly one— 

Ms Martel: It’s not a question of the strategy they’re 
using to determine their inspections, it’s a question of 
people power. 

Mr Erik Peters: It’s a question of people power and 
also—well, it is a part of how to determine inspections, 
because we have some 220,000 certificates of approval 
out there, some of which were issued as far back as 1957, 
and certainly since 1957 environmental standards have 
changed. For example, an organization that received its 
certificate of approval then may now be found, on re- 
examination of what they’re actually doing, to be a lot 
better or a lot worse in contaminating the environment 
because of new factors that are found. 

This is a constantly changing area. As you know, in 
one of our previous reports, they internally had identified 
something like close to 300 air pollutants, where their 
own scientists felt their standards were out of date on that 
and had to be brought up to date. Even a very simple step 
that we conducted, for example, comparing our standards 
through the Internet with some of the government stand- 
ards in some of the states in the United States, gives you 
a very Clear picture in some areas that we have to do 
work in that area, or the government has to do work in 
that area. 

The Chair: We’|I turn to the government side now. 
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Mr John Hastings (Etobicoke North): Erik, on the 
Agricorp thing, you said there was a finance committee 
or subcommittee set up which did not meet? 

Mr Erik Peters: Yes. 

Mr Hastings: Or never met? 

Mr Erik Peters: To the best of our knowledge, we 
said they didn’t meet. We didn’t find any evidence of 
them meeting. 

Mr Hastings: There was nothing in the board minutes 
about it? 

Mr Erik Peters: No. 

Mr Hastings: Were they required to have an execu- 
tive investment committee that would be made up of 
board members and maybe your CEO and outside 
people? Did this corporation not have specific bylaws on 
how it was to operate? 

Mr Erik Peters: They may not have. I can’t answer 
that question right off the bat, but one of the facts we did 
point out is that the board clearly couldn’t agree even on 
what they were supposed to be doing. We pointed out 
that they had six vision statements in three years of what 
they were supposed to be doing. 

Mr Hastings: I’ ve seen that. 

Mr Erik Peters: From the vision, virtually everything 
flows, and if the board cannot agree what they were 
supposed to be doing there, then there is a governance 
problem. 
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Mr Hastings: Did they ever have a seminar at the 
start of their operation as to what their role was? Did you 
ever find anything in the minutes of their meetings that 
indicated—aside from their exercise in strategic plan- 
ning, did they ever have an initial meeting? Did you see 
anything in board minutes as to the discussion of what 
their role was, is or was going to be? 

Mr Erik Peters: I have difficulty answering that 
question because we didn’t particularly examine, for ex- 
ample, what the board orientation program looked like, 
which I believe every corporation should have, to just tell 
the board members what to do. We didn’t examine that 
particular—in the board minutes that we saw, we were 
aiming more at the decision-making process rather than 
the overall orientation and training of board members 
process. 

Mr Hastings: Did you get the impression from the 
financial information and the way information got 
reported to them that there was a varied confusion as to 
what their role was in anything, particularly the handling 
of finances and investments? 

Mr Erik Peters: Yes, very much so. If I could lead 
you back—I’m trying to find the page. We did a survey 
of board members and we reported on that. 

Mr McCarter: On page 43. “Board -... members in- 
dicated they had not been given written explanations of 
their role and responsibilities” etc. We list a number of 
things on that page. 

Mr Erik Peters: We surveyed the board members. 
They said the governance structure was not working 
well: the size of the board, conflicts among committees, 
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lack of accountability, also that lines of authority and 
communications were unclear, including the roles and 
responsibilities of individual directors and committees. 
That’s the first bullet. 

They were not given written explanations of their role 
and responsibilities, including the expectations, terms 
and conditions of their appointment, the role and re- 
sponsibility of the board chair was not defined and they 
were dependent on management for information relevant 
to the proposed courses of action requiring board ap- 
proval. They were not provided with adequate informa- 
tion upon which to assess strategic issues or alternative 
courses of action. That was why one of my concerns was 
the minutes. We have an observer there. Why was that 
not noted? Why does the observer not come to the same 
conclusion as the board members that “This is the board 
member speaking’’? 

Mr Hastings: Did you or your staff interview the 
ministry rep? 

Mr Erik Peters: Yes, I did. 

Mr Hastings: What kinds of statements—or are they 
privy to confidentiality? Was it pretty clear in your inter- 
views or your staff's interviews with this individual that 
he or she didn’t have a very strategic direction on his or 
her role? 

Mr Erik Peters: I would have on the record, and even 
off the record, difficulty answering that question. I’d 
prefer not to. 

Mr Hastings: Silence speaks volumes. 

I'd like to probe a little more about the investment 
activities. It clearly states that it’s high-grade government 
bonds, treasuries, I guess GICs? 

Mr Erik Peters: Yes. They’ re officially guaranteed. 

Mr Hastings: What is this commodity that’s called 
the project involving optional units? 

The Chair: What page are you on? 

Mr Hastings: It comes up on the bottom of page 31, 
the “optional unit coverage” project. Does that involve 
some kind of modified risk in commodity trading? What 
does that mean? 

Mr Erik Peters: What it means is, if a farmer planted 
the same kind of crop in various locations, he can insure 
by location as opposed to the crop as a whole. The 
concern about that is that normally, because insurance 
works on the basis that there will be gains and losses, you 
try to insure the whole of the crop to prevent the— 
because the premium determination is really on every- 
body’s crop of that particular one in the province. 

The idea was that, for example, if a farmer knows that 
every three years these fields get flooded and struck by 
thunderstorms or something, he could then insure only 
those and leave the other stuff intact. So they were 
looking at this optional area, and we found that it was not 
particularly well done, if I remember correctly. 

Mr Hastings: In what regard? In what way? They 
didn’t have the indicators to measure the variables that 
would create these adverse conditions—cyclone weather, 
insects? 
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Mr Erik Peters: We were concerned that if the 
program is actuarially sound, it would not monetarily 
benefit producers. If it is not actuarially sound, there is an 
increased risk exposure to the Ontario crop insurance 
fund. So we felt they really had to do an actuarial 
analysis to determine whether this was a good program. 

The Chair: Julia, did you want to— 

Mrs Julia Munro (York North): I only wanted to 
suggest, as you did, that in terms of insurance, obviously 
the theory is that there are good things and bad things and 
that it levels out. The problem also for the individual is 
the fact that anything like this kind of project forces the 
premium up to the point where it then becomes not even 
a viable option; as you started to say, that it will have an 
impact on the intended beneficiary because of the fact 
that the premiums then would have to be so high if 
you’re allowed to take only those areas where you would 
consider there to be the high risk. 

Mr Erik Peters: Yes. That’s exactly night. You’re 
right on. You put it much better than I did. What we’re 
seeing is, if it is actuarially sound, in other words, if the 
actuary says you’re only insuring the high-risk stuff, the 
premiums go up. If it’s not actuarially sound, then there 
is an exposure to the fund itself. 

Mr Hastings: My final question relates to—the CEO, 
I assume, or the board chair was to make some contact 
with the Ontario Financing Authority because the OFA is 
the umbrella agency that was to provide them with 
advice, as you mention on page 36. You make a com- 
ment there, on the top, before your recommendation, that 
they didn’t contact the authority for advice. 

Mr Erik Peters: Yes. That is the memorandum of 
understanding that the corporation has with the ministry, 
to use that service. In the preceding paragraph we ques- 
tion paying such a high price for advice that is of little 
value. We’re saying you have a memorandum that says 
here that you have the financial experts of the govern- 
ment—maybe I shouldn’t go out of line on this one, but I 
think our OFA has quite a number of good people who 
can give that advice; it’s a good organization—and they 
were not availing themselves of it. 

Mr Hastings: Did they ever, from your estimation? 

Mr Erik Peters: In the report we’re saying they 
haven’t. We are saying they had not contacted the author- 
ity to obtain its advice, in the last sentence before the 
recommendations. That’s why the last bullet in our rec- 
ommendation is, “Consider obtaining investment advice 
from within the government.” I think it would appear to 
be one of the prudent things to do. 

1120 

Ms Mushinski: I have some general questions about 
auditing business practices. The first question I have of 
you is, how long have you been the Provincial Auditor? 

Mr Erik Peters: Since January 1, 1993. 

Ms Mushinski: Since 1993, have you identified ques- 
tionable business practice that has lead to criminal in- 
vestigations? 

Mr Erik Peters: Offhand, I cannot recall a single— 
no, we have not run into a situation where we had to turn 
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files over to the police for investigation. Our policy is 
that if we run into something that should be turned over 
to the police, we would do so. 

Ms Mushinski: So that is a requirement within the 
act. 

Mr Erik Peters: That is a policy that I like to follow. 

Ms Mushinski: I’d like specifically to turn to your 
comments on, actually, the Ministry of the Environment, 
but it has to do with your overall comments with respect 
to assessing the business plans. Every ministry has a 
business plan. In assessing those business plans, you 
clearly look at how the ministries measure outcomes. 
Correct? 

I don’t know if you look at specific programs within 
the business plans and apply the same principles of meas- 
uring outcomes to those programs as you would to the 
overall business plan. The reason I’m asking this is be- 
cause I can certainly recall when ministers, back in 1995, 
were charged with the responsibility, and I happened to 
be in cabinet at the time. One of the biggest challenges 
was developing a business plan that had those measur- 
able outcomes. I’m just wondering how you, yourself, 
assess those measures. 

Mr Erik Peters: The first step, actually, that we con- 
duct in an audit is that we take a look at the business 
plans. We use them to develop criteria, because the busi- 
ness plan really outlines the expectations that the min- 
istry sets for itself. 

Ms Mushinski: What did you do before 1995, when 
ministries didn’t have business plans? 

Mr Erik Peters: Certainly 1995 helped, but we actu- 
ally followed the same process all along, even after the 
business plan. That is, we sit together with the senior 
management of the ministry and we agree on the criteria 
against which we will audit, with the management of all 
programs. 

Ms Mushinski: I assume those criteria are applied 
equally across the board for any program that you are 
auditing. Is that correct? 

Mr Erik Peters: No, it’s tailored to the individual 
ministry. It’s tailored to each one. The process is stand- 
ard; the application is tailored. 

Ms Mushinski: That’s understandable. I guess my 
question really gets back to what you said in your 
original submission on the difficulties in measuring out- 
comes: how do you do it? 

Mr Erik Peters: There are a lot of qualitative out- 
comes. There are really three categories of performance: 
controlling your input costs, in other words, what it costs 
you to do something; measuring output—we issued so 
many drivers’ licences, or whatever you do—and then 
outcome, which is far more difficult, because when you 
get into outcome, for example, if you issued the driver’s 
licence and your process was tightened up, how many 
accidents did you prevent because the drivers are now 
better trained? That’s almost immeasurable. 

Ms Mushinski: How do you measure the happiness of 
the customer, in other words. 
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Mr Erik Peters: In a variety of ways. There are satis- 
faction surveys, for example, done by various organ- 
izations. 

Ms Mushinski: Then can I specifically go to your 
speaking notes, where you say on page 3, fifth paragraph, 
that “under its goal for cleaner land, the only measure 
reported on publicly was the percentage of PCBs in 
storage that had been destroyed. Also, under its goal for 
healthier ecosystems, the efficiency of processing ap- 
provals and environmental assessments were measured 
but the outcomes of these approvals were not.” 

Could you explain that? Can I assume from that that 
the ministry did not have measurable outcomes as a com- 
ponent of its business plan for this particular program? 

Mr Erik Peters: It has a reporting responsibility to 
report on the state of our environment in the province of 
Ontario. One would expect in the certificate of approval 
process they are carrying out, what impact does this 
process have on the environment? In other words, 
outcomes would be less contaminants put into the air, 
water or soil of the province. That would be certainly an 
outcome that you would have. I agree with you that it is a 
difficult area to measure, particularly because it takes so 
many factors into consideration. 

Ms Mushinski: Right. As you have said, especially in 
the area of an imprecise science, I guess, where there are 
constantly changes in scientific applications to environ- 
mental purity or whatever. It isn’t an exact science, so 
what criteria do you use? Do you draw conclusions from 
other jurisdictions? Do you do comparisons? 

Mr Erik Peters: We do quite extensive research 
before we go into it. We certainly use the research that is 
available within the ministry itself. It is a collaborative 
effort prior to commencing our audit. For example, there 
is a rating that says that Ontario, among the SO states, or 
whatever it is, and our provinces, ranks number whatever 
as a polluter. We would look at that report and ask, how 
did they determine that? How do we, as a province, then 
let that determination influence how we structure our 
activities to protect the environment? 

Ms Mushinski: My final question is, in making these 
recommendations and suggestions to ministries, especi- 
ally on the environment, do you anticipate that you will 
get responses? How long do you give to get responses? 
Has any action been taken with respect to your recom- 
mendations? 

Mr Erik Peters: Firstly, we allow them, of course, to 
print their response. The time we give them normally— 
we work together with the ministry staff as we go along. 
It is a percolating up process. We deal with our findings, 
say, at the director level. Then we deal with the ADM 
level. Normally, once we have finalized what is going on 
for factual clearance, we give the ADM level about three 
weeks to frame a response. That is after we have already 
worked with them significantly. 

After we get their response, there are a lot of discus- 
sions that take place on the responses. Normally, that’s 
about another month of debate that takes place. Then 
there’s actually a final meeting in which the deputy min- 
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ister and I meet with our senior staff on the particular 
situation. Then we help them finalize their response. 
1130 

Mrs Munro: Have we run out of time? 

The Chair: The time is up. I was going to suggest 
maybe another round of six minutes. 

Mr Patten: I just have a couple of quick questions. In 
your highlights this morning, Mr Peters, at the tail end of 
your report you twice suggest that you urge the govern- 
ment to establish appropriate accountability regimes for 
funds, and you’re referring to the Ontario innovation 
fund. Then, on the last page, you said you sought over 
the last decade to have the Audit Act amended, pre- 
sumably in order for you to audit some of the agencies or 
bodies that are receiving public funds but you have no 
access to them. Is that correct? 

Mr Erik Peters: We don’t have access to all the in- 
formation. We have access only to the financial informa- 
tion but not access to the other information that we would 
need to have to assess whether they are achieving value 
for money. 

Mr Patten: When you say you sought to have the 
Audit Act amended, did you send a letter to the Premier? 
How do you do that? 

Mr Erik Peters: The approach has been actually 
through this committee. Under the rules of the House, it’s 
the Minister of Finance who is the sponsor of any amend- 
ments to the Audit Act, so we have also communicated 
with him. In this report, I actually reproduce a letter that 
I’d written to the Minister of Finance in August this year. 

Mr Patten: Mr Chair, I wonder if I might flag that as 
an issue that this committee might discuss in our pro- 
ceedings maybe in the interim. I mean this is a decade 
now. We’re talking about $30 billion a year that our 
Provincial Auditor is not able to fully examine on our 
behalf. It seems to me that would be something that this 
committee perhaps can examine. 

The Chair: I think in the last five years, just for the 
record, there have been two private members’ bills—one 
by Mr Maves and one by Mr Grandmaitre—that were 
introduced and may even have been debated, voted on, 
but sort of lost—well, they didn’t lose; they just sort of 
died on the order paper. I think Mr Eves as well, in one 
budget, indicated that he was going to make amendments 
to the Audit Act—I think it’s the budget of 1996-97— 
and then it was never followed up on. 

Mr Erik Peters: He indicated in that act he would 
introduce something called the Public Sector Account- 
ability Act. I refer to this in my report. There is action on 
that particular front that is, though, separate. Mr Eves has 
re-established the Ontario Financial Review 
Commission, which was originally established in 1995. 
Again I have been asked by the minister to act as an 
adviser to that group. Their report hopefully is going to 
be presented soon, but one of the mandates was to deal 
with this Public Sector Accountability Act. 

Without wanting to pre-empt them, one of the agree- 
ments that we made—and I refer to that in my letter as 
well—is that the matter of the Audit Act should actually 
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be dealt with most directly between the minister’s office 
and myself because the staff of the Ministry of Finance is 
subject to audit by me and it’s a different approach to the 
minister in this case that we should have. 

But I appreciate the comment that you made, because 
in 1996 there was a unanimous vote by this committee 
endorsing the amendments to the Audit Act that I then 
proposed. In that motion, the Minister of Finance was 
also asked to provide a response, which he did in 
September 1996. In that response he indicated that he 
would take up this issue again once the Who Does What 
exercise had been finished, because one of the areas that 
is of difficulty is the municipal area and certainly the 
working relationship between the province and the muni- 
cipalities was such that there was a potential of excluding 
grants to municipalities from this particular project. 

Mr Patten: If the committee agrees, my suggestion 
would be to ask our researcher if he might pull it to- 
gether. It sounds like there are some initiatives and sug- 
gestions and maybe some pieces of legislation that have 
been proposed. Maybe he could pull that together for us 
and say, “Look, here’s”— 

Ms Mushinski: I’d love to see in the Public Sector 
Accountability Act some comments on judicial account- 
ability as well. 

Interjections. 

The Chair: Does that includes drug testing for MPPs 
as well? Maybe you could put a package together and 
give us a background on that. 

Mr Patten: All right, thank you. 

The Chair: OK, Mr Peters, you’ve got two minutes. 

Mr Steve Peters: Mr Peters, earlier on when I was 
asking about legality you said—I’ll paraphrase, and if 
I’m incorrect, correct me—that if the transactions had 
been completed, they would have been illegal. 

I’m coming to the daily trading aspect: my under- 
standing of daily trading is that transactions are closed 
and completed at the end of a business day. Were the 
daily trading activities that were taking place a violation 
of the Agricorp Act of 1996? Were these daily trading 
activities illegal? 

Mr Erik Peters: The transactions themselves were 
speculative in a business judgment. These transactions 
certainly took place in the kinds of investments specified 
in the act itself. In other words, they were doing bond 
trading; they were speculating on interest rates. So the 
question of legality was really not there. 

Where the question of legality arose in this case was 
that once the losses occurred, there was an attempt made 
to charge the losses against the insurance funds as op- 
posed to dealing with them as a cost of administering the 
fund. That’s where the problem occurred. As I said, the 
transaction in that regard was not finalized; in other 
words, the taxpayer paid the $325,000, not the funds, not 
the premiums, not the farmers. 

That’s what we stopped. That’s why we said the inter- 
vention took place. My office said, “Look, if you cross 
that boundary, then you have a problem.” But the other 
one was a lack of judgment, speculative, and certainly a 
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total absence of supervisory procedures of governance 
and accountability. Why didn’t anybody tell somebody, 
‘Don’t do this; don’t engage in day trading”? 

Ms Martel: If we’re going to do some work on 
following up on the Audit Act and potential changes, I do 
think that we should look at what else you’re allowed to 
audit, or not allowed to audit. 

Specifically, the lack of ability for you to audit the 
Ontario Innovation Trust is just a glaring example of why 
we need some changes. You made it really clear that the 
government was using the trust to significantly exag- 
gerate its spending on innovation in that year. I take it the 
problem was that the government transferred funds to the 
trust and stated that in fact that money had been spent 
when in actual fact very little of that money transferred 
has actually been spent on any project. Is that the 
question? Was that your conclusion? 

Mr Erik Peters: The phenomenon that occurs here is 
that in the past we used to pay Innovation on the basis of 
a grant. Somebody came and applied and said, “Here’s 
the money,” and we were looking at the grant recipient. 
This Innovation Trust has actually introduced a middle- 
man, and we are dealing with this as a grant to the 
middleman without having any control or any informa- 
tion on how well this money is actually spent in terms of 
fostering innovation in the province itself. 

In fact, in my report, I point out that as of March 31, 
2000, the actual expenditures of the trust have only been 
$2.5 million and that there was a commitment for $158 
million. There were actually $90 million on hand, un- 
restricted, there were over $225 million on hand for 
investment purposes already, and yet we put another 
$500 million into the trust and said that was innovation 
expenditure in the year ended March 31, 2000. 
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Ms Martel: So I’m clear, the government was also 
publicly saying this was money that had been spent. 

Mr Erik Peters: In the accounts it’s treated as spent 
money, yes. 

Ms Martel: So of the $750 million that the govern- 
ment has showed in the public accounts to be spent, are 
you saying that only $2.5 million was actually spent? 

Mr Erik Peters: That’s what the trust accounts show, 
yes. 

Ms Martel: The base is not $250 million; it is actually 
$750 million. 

Mr Erik Peters: That’s right. It is an original $250 
million in the previous year— 

Ms Martel: From 1998-99— 

Mr Erik Peters: —and another $500 million in the 
year ended 2000. The accounting is acceptable simply 
because the trust is not controlled by the government. Of 
the trustees, a minority membership is the government 
and the majority are I believe universities, hospitals and 
somebody else. There’s a third group involved which 
doesn’t come to mind. We have a minority interest, so 
the government, for accounting purposes, can say, “Yes, 
the money flowed out the door because it flowed to the 
trust,” but whether it has actually been spent by the trust 
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on innovation, that is where I’m saying the accountability 
is not there. The trust, by the legislation which estab- 
lishes it, is not even accountable to a minister of the 
crown and therefore I think it would take a legal decision 
as to whom you can even ask questions about this now. If 
you wanted to have the Ontario Innovation Trust before 
you, whom could you ask to come? There’s no minister 
accountable for it and the trust itself has no account- 
ability relationship to the Legislature. 

The Chair: Who controls it? Is it under the Ministry 
of Finance? 

Mr Patten: The Ministry of Energy, Science and 
Technology. 

Mr Erik Peters: Yes, but without the minister having 
any role. 

Mr Patten: Yes, that’s right. 

Ms Martel: Is there any kind of operating agreement 
between the minister and the trust? 

Mr Erik Peters: No. We spell that out in chapter 2. 
There is no operating agreement. There is no account- 
ability. You couldn’t get up in question period and ask 
any minister of the crown because they can say, “Well, 
the trust is not accountable to us.” 

Ms Martel: There’s no memorandum of under- 
standing even? 

Mr Erik Peters: No. They are approved as endow- 
ments by cabinet. I said, “Specifically, I am concerned 
about the inability of the government and the Legislature 
to obtain assurance that the trust is spending public funds 
prudently and for the purposes intended and to take 
corrective action if it is not; the lack of ministerial 
accountability for the trust’s activities,” and the last one, 
which may be the least important, is that I can’t look at it 
either on behalf of the Legislature. It is an independent 
corporation and therefore no memorandum of under- 
standing even. 

Ms Martel: Do you have access to their annual audit 
which is to be done by an independent third party? 

Mr Erik Peters: Pro forma, I don’t, but when I’ve 
asked for it I’ve received it. 

Ms Martel: Is it a public document? 

Mr Erik Peters: No, itisn’t. 

Ms Martel: So you can get it by virtue of the fact that 
you’re the auditor, but we would have to go through 
freedom of information. 

Mr Erik Peters: I’m not sure how you would go 
about it, to be honest. I asked the Ministry of Finance, 
and they were kind enough to give me a copy of the 
auditor’s report. That’s where the information that I’ve 
printed was, that only $2.5 million was disbursed. 

Ms Martel: So it was given to you as a courtesy, 
because you didn’t even have a legislative requirement to 
ask for it. 

Mr Erik Peters: Right, plus I raised the issue, actu- 
ally, in my last year’s report already on the first quarter 
of a billion. I raised it at that time in my report as a 
significant impairment of accountability. 
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Ms Martel: That was at the time when $250 million 
had been transferred, and then despite what you had 
raised another $500 million was transferred. 

Mr Erik Peters: That’s right. 

Ms Martel: One final question. You said in your 
media scrum that in all your time as auditor this report 
and last year’s reports raised the most serious findings for 
you. Can you explain why that is? 

Mr Erik Peters: There are a number of issues. 
There’s massive change going on within the government 
in the way service is being delivered. What we have 
found repeatedly—I’ll give you one example; maybe an 
illustration helps. When you alter service delivery—I 
related this, I think, to the media. I attended a conference 
on private-public sector partnerships. There was a long 
discussion with some of the governments in the United 
States, state governments, as to, “If you had to do it over 
again, what would you do differently?” The first answer 
that almost all of them gave was, “You would evaluate 
your pilots before proceeding with a process.” 

This committee has already met on the Ministry of 
Transportation, where we went and outsourced a lot of 
the highway contracts before evaluating the pilot. This 
year again we have, for example, identified that on the 
primary care network there was supposed to be an 
evaluation of pilots first and then proceed with what is 
going on. So that is one area. In that regard you should 
also know that the government should have a very clear 


picture of how much it costs itself to do the program right. 


now and what is involved in its own delivery. The second 
part, which is really important and which I think I’ve 
come out with fairly clearly in public this far, is that 
when you outsource or consider alternate service deliv- 
ery, two fundamental aspects have to be adhered to: one 
is that the policy objectives of the government have to be 
met; and secondly, once it’s done the taxpayer has to be 
ahead. Those are the two fundamental rules. What we 
have found in many of the cases is that we don’t see yet 
where there is a clear indication that the ministry has put 
itself in a position of ensuring that policy objectives are 
being met and that they are in fact met in such a way that 
the taxpayer is ahead. Those were the features. 

The Chair: We’|l have to leave it at that. The govern- 
ment caucus. 

Mrs Munro: I know Mr Gill has a comment to raise 
as well. 

I actually was going to bring up the issue that Richard 
did in terms of the question of the auditor and the rec- 
ommendations that you made seeking the opportunity to 
look at the recipients of money. Because we’ve already 
been through the main questions that Richard raised, I 
want to know if this is done in other jurisdictions, sort of 
the crystal ball gazing in terms of what you would want 
to see, and obviously if there are other jurisdictions that 
give us a demonstration of how this kind of thing works 
in other areas. 

Mr Erik Peters: It does work in other jurisdictions 
inasmuch as other jurisdictions very often have access to 
that information. Secondly, one point that I want to make 
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abundantly clear is that we are using this only on a 
discretionary basis. In other words, I don’t foresee us 
auditing value for money in General Motors of Canada 
because they’re receiving a $10,000 grant under the 
apprenticeship program, to use an extreme example. 

Ms Mushinski: Didn’t that happen in 1994? 

The Chair: In 1984, I think. 

Mr Erik Peters: In previous meetings Mr Patten very 
often raised the question—for example, we have a small 
social service delivery agency that receives, say, a 
$40,000 grant and we don’t want to impose on these 
people all sorts of reporting, not only a reporting struc- 
ture that may be very costly and terribly counter- 
productive to what they’re doing, but on top of it say, 
“And, by the way, if you don’t do it right the Provincial 
Auditor can come in and take a look at you.” So there has 
to be a great amount of discretion as to what we can 
actually look at, not only for the reason of the recipient— 
or I should say primarily for the reason of the recipient, 
but another reason, of course, is also the call it makes on 
my resources. One of the things I have to consider in this 
regard is the resources, and in that regard I should tell 
you that we would have great difficulties accommodating 
this under the current budget, largely on the basis that 
currently my office is funded to the extent of about 14 
cents for every $1,000 that the Ontario government 
spends. Compare that with the nearest colleague in the 
legislative auditing community that I have, and they have 
about triple the funding, in the range of about 35 to 40 
cents per $1,000. , 
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The Chair: Which jurisdiction would that be? 

Mr Erik Peters: There’s a number of them. New 
Brunswick is very close; they’re at about 38 cents. The 
federal government is at around 35 cents or thereabouts. 
BC, for example, as a much smaller province, has a far 
larger budget than I do, about 25% more money than I 
do. I had to bring that out because it may require an 
increase in the money spent on my office. 

Ms Mushinski: The federal government actually 
ignores the auditor at times, too. 

Mr Erik Peters: I won’t comment on that. 

The Chair: The election is over. We’ve got another 
three or four minutes left, Mr Gill. 

Mr Raminder Gill (Bramalea-Gore-Malton-Spring- 
dale): As I understand, these audits have been going on 
since perhaps the 1930s or whatever, and various govern- 
ments go through this. It seems to me from our discus- 
sion today that each year we look at similar things and 
we seem to be highlighting the same concerns. 

I’m not sure whether governments ignore it or those 
concerns are not so valid, or whatever reason, because we 
seem to be going through this year after year. Everybody 
is paranoid, the report comes out. Do you want to maybe 
elaborate on that? 

Mr Erik Peters: Firstly I just would like to comment 
on the year. The concept of value-for-money auditing in 
the government was actually introduced in the late 1970s. 
Up to that point, many legislative audit offices were 
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really more an adjunct to, in some areas, the Minister of 
Finance, for example in Manitoba. 

Ms Mushinski: The federal integrity commissioner. 

Mr Erik Peters: Pardon? Right. Well, I can’t com- 
ment on that. 

The Chair: You didn’t mean to say “right.” 

Mr Erik Peters: Can Hansard please take that one off 
the record? That was the heat of the battle. 

Yes, there is a certain degree of concern of my office 
that, as I did again this morning, we raised questions 
seven years ago and action was not taken. It has to be 
taken in the context of priorities. It also has to be taken in 
the context of the government’s own reaction. I should 
tell you that, with this year’s report, I was quite pleased 
with the government’s approach to the report in the 
House. They said, “Yes, we have problems. Yes, we’re 
going to fix them. Yes, we’re going to address them.” 

That’s exactly what this committee is about, and that’s 
exactly what the government is about, and that is what 
makes my reports have a difference. I can tell you also 
that in terms of return on investment, my office is 
outstanding. We have identified opportunities for saving 
money for the taxpayer, and they have very often been 
acted on, and money has been saved by the government 
in doing things better. 

The Chair: So, Mr Gill, this is not a useless exercise. 

Mr Gill: Specifically on your speaking notes, page 4, 
the second paragraph: you’re talking about the ambul- 
ance system, and you’re hypothetically saying because of 
realignment, because of downloading—as if the system 
or the service delivery or the response time is going to 
get bad. You’re hypothetically forecasting that we might 
need $100 million more to achieve some kind of bench- 
mark of 1996 response times. Do you want to elaborate 
on that? Is it hypothetical? 

Mr Erik Peters: No. I’m repeating what the ministry 
told us. These are not my estimates. These estimates are 
done by the Minister of Health. It is their own estimate of 
what it would cost to re-establish the service levels or the 
response-time requirements that were actually met in 
1996. These costs include, as Ms Martel pointed out, a 
certain amount of one-time costs of having to cancel 
contracts in facilities and leases of about $11 million. But 
there is also a $53-million estimate made by the ministry 
based on what the municipalities are telling them right 
now as to what it would cost for municipalities to take 
over the ambulance services. 

As you know, this service was supposed to have been 
downloaded as of January 1, 1998, or somewhere there- 
abouts, but great difficulty ensued. Because the muni- 
cipalities were largely not prepared to assume the 
responsibility for the service, the government retained 
providing the service and then also changed the funding 
formula and how they deal with the municipalities at that 
point. The municipalities are paying for it. So, their 
$100-million number is not my number, it’s the min- 
istry’s number. 
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The Chair: One minute left. Ms Mushinski. Well, 
OK, 30 seconds each. Mr Hastings. 

Mr Hastings: I’d like to get Ray to find something 
out for us regarding Mr Peters’s comments about the 
25% reduction in the environment ministry leading to 
fewer inspections. This is that old input-output problem 
you talk about, Erik, and that the only way you can 
improve your inspection numbers is that you have to 
have more staff. That gets me thinking you’re caught up 
in the same quandary that the rest of us are. You’ve got 
to go beyond that equation to why can’t you prioritize 
your inspections in terms of getting the same result num- 
ber out versus your inputs. In other words, it becomes a 
Management issue. You were talking about drivers’ 
licences and how that’s managed. If you have a good 
driver-ed program, you should have a reduction in acci- 
dents, but it doesn’t necessarily follow; it should. I’d like 
Ray to do some work on that to show where you only 
have inputs-outputs and there’s no other way of man- 
aging the issue. 

Mr Erik Peters: Can I just very quickly say two 
things? I’m not talking about staff; I’m talking about the 
number of inspectors. But the second one, I’m just 
wondering, rather than burdening our researcher with it, 
whether there’s a possibility at all that that issue could be 
raised with the ministry when it’s before the committee, 
whether they could provide the information and if that 
question could be raised with them. 


Interjection. 


Mr Hastings: Broader? I was using environment as 
the example. 

The Chair: We’ll have to leave it at that, because I 
see there’s a vote being called. I have three very quick 
points. Ray is going to provide each office with a 
package on Agricorp today. It will go into some of the 
background as to the relationship between Agricorp and 
the ministry etc. Every committee member will have that 
before the weekend. 


Ms Mushinski: I’d like to see a copy too of the 
constitution for Agricorp. 


The Chair: I think that’s part of it. So next week 
Agricorp will be discussed. There will be a 30-minute 
closed session. The ministry, or at least Agricorp, will 
then be given 15 minutes to make their presentation, and 
there will be about 20 to 25 minutes left for questions and 
answers for each caucus. 

The final thing that I wanted to say is that on Monday 
evening between 5 and 7 there is a reception that the CAs 
are holding, and there will be some pertinent comments 
about Erik Peters at that point in time, so I would ask all 
of you to attend and bring your colleagues as well. 

Ms Mushinski: Pertinent or impertinent? 

The Chair: Pertinent, I’m sure. The committee is 
adjourned. 

The committee adjourned at 1159. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 


STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


Thursday 7 December 2000 


The committee met at 1037 in committee room I 
following a closed session. 


SPECIAL REPORT, PROVINCIAL AUDITOR 


MINISTRY OF AGRICULTURE, 
FOOD AND RURAL AFFAIRS 


Consideration of chapter 3(3.01), Agricorp. 

The Chair (Mr John Gerretsen): I call to order the 
meeting of the standing committee on public accounts 
dealing with the special report of the Provincial Auditor 
relating to Agricorp today. I’d like to welcome everyone 
here. Good morning. Perhaps before you make your 
presentation, which I would ask you to limit to no more 
than between 10 and 15 minutes, but 15 at the outside 
limit so it would allow each caucus 20 minutes for 
questioning, you could identify yourself and the other 
members in your delegation as well. We can start from 
there. 

Mr Frank Ingratta: Good morming. I’m Frank 
Ingratta. I’m the Deputy Minister of Agriculture, Food 
and Rural Affairs. With me today I have Dr Bruce 
Archibald, who is the assistant deputy minister of the 
policy and farm finance division, and Mr David Hope, 
who is the director within that division. If that intro- 
duction is satisfactory, I will move to the opening 
comments. 

The Chair: Go ahead, sir. 

Mr Ingratta: Thank you for providing me with the 
opportunity today to talk about an agency that provides 
excellent service to Ontario’s agri-food industry. It’s ex- 
tremely important to use this time to clear up any con- 
cerns and misunderstandings that may still surround the 
agency’s performance as a result of the Provincial 
Auditor’s report. That’s why for my opening remarks I’d 
like to take you through the history and role of Agricorp 
and some of the services it provides. I’ll then talk briefly 
about the recent Provincial Auditor’s report and the 
corrective actions that the board and the ministry took as 
soon as the problems were identified. 

After a year of consulting with Ontario growers and 
food processors, Agricorp was launched in January 1997. 
The goal was to provide responsive, cost-effective agri- 
cultural insurance and consulting services, including crop 
grading and inspection, to Ontario’s agriculture and food 
industry. For the preceding 31 years, crop insurance had 
been provided by the Ministry of Agriculture. While the 
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service delivery had been good, it was felt that an arm’s- 
length organization with farmer representation on the 
board of directors would be more responsive and more 
efficient. 

A memorandum of understanding reached between the 
new agency and the ministry set out the terms of the 
transfer. As you may know, Agricorp, like all other agen- 
cies, is established by government but is not part of it. 
The agency was created by legislation and was assigned 
responsibility and authority for carrying out risk manage- 
ment programs on behalf of the Ontario and federal 
governments. 

The agency has the freedom to seek out new business, 
as well as operating efficiencies -within the ongoing 
programs. The ministry retains overall responsibility for 
strategic directions. 

As you may know, crop insurance protects farmers 
against severe natural events. It is an extremely important 
risk management tool that Agricorp delivers to more than 
19,000 Ontario farmers who grow 54 different crops. 
Financing for the program comes from premiums: 
growers pay half of the premium costs, and the federal 
and provincial governments pick up the other half, as 
well as picking up the administrative costs of the pro- 
gram. 

Agricorp demonstrates its commitment to customer 
service and efficiency in the delivery of this program. In 
each of the last two years, the acreage covered under the 
crop insurance program administered by Agricorp has 
increased by 6%. At the same time as that increase in 
coverage, premium prices fell for most field crops and 
were reduced by approximately 20%, resulting in savings 
of more than $30 million to farmers for the 1999 and 
2000 crop years combined. | 

Crop insurance is only one of a number of safety net 
programs available to farmers. Agricorp also delivers, on 
behalf of the federal and provincial governments, the 
market revenue program. Ontario is the only province in 
the country to offer grain and oilseed producers this pro- 
tection against income reductions due to market fluctua- 
tions and low commodity prices. Again, the agency has 
proven its mettle, with more than 22,000 farmers enrolled 
in this program, accounting for 85% of the acreage 
grown across the province. This year it is expected to 
distribute approximately $125 million in market revenue 
claims. 

Agricorp also provides business and consulting ser- 
vices for various Ontario commodities. Shortly after its 
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launch, the agency won a contract to provide third-party 
grading, inspection and acreage measurement for several 
vegetable crops for the Ontario Vegetable Growers’ 
Marketing Board and the Ontario Food Processors’ 
Association. It also provides inspection services to the 
Flue-Cured Tobacco Growers’ Marketing Board and 
licensing and inspection of grain elevators and dealers 
under the grain financial protection program. 

Perhaps the most impressive of Agricorp’s achieve- 
ments is its ability to provide much-needed funding very 
quickly and very efficiently. When the ice storm of 1998 
ripped through eastern Ontario, Agricorp delivered, on 
behalf of the Ontario government, more than $9 million 
in emergency assistance to close to 6,000 farmers and 
rural residents in record time; in fact, before the end of 
January 1999. Agricorp was cutting cheques that were in 
the hands of those who needed it most well.before the 
cleanup was complete in that difficult situation. 

Just a year later, Agricorp jumped into action again. If 
you will recall, in December 1998 and January 1999, 
many farmers across Ontario, and particularly hog pro- 
ducers, were dealing with record low prices. Ontario was 
the first jurisdiction in the country to respond, with the 
$40-million whole farm relief program. Agricorp was 
there to make sure the cheques got into the hands of those 
who needed them most. From an announcement in 
December to mid-January, the ministry made sure that 
60,000 producers had their applications in hand, and by 
February 4, Agricorp made sure the first cheques were in 
the mail to those producers in financial hardship. By 
April 8, 1999, the thousandth cheque was issued and 
more than $9 million in much-needed financial assistance 
had already reached Ontario farmers. The first payment 
on the federal portion of the program was not forwarded 
until July of that year. 

Agricorp is an innovative agency dedicated to con- 
tinuously improving its services to Ontario’s agri-food 
industry and farmers. As a three-year-old agency, 
Agricorp was chosen to have a value-for-money audit 
performed by the Provincial Auditor. A financial audit is 
conducted by that office every year under the legislation 
that created the agency in the first place. 

Last year, inappropriate decisions were made by the 
organization which were documented in the recent 
auditor’s report. As was pointed out in the responses to 
the report, we acted quickly to make sure that the board 
of directors took immediate steps to rectify the situation 
and put in place stricter financial policies and controls. 
While the losses are regrettable, the way in which they 
were dealt with was swift, sure and aimed at making sure 
nothing like this happens again. 

Some of the most important changes that have been 
made include tighter controls, a new policy on invest- 
ments and stricter oversight by the board on all financial 
matters. 

While by law we are maintaining an arm’s-length 
relationship, the ministry has also stepped up its role in 
Agricorp. We changed the ex-officio member on the 
board to a voting ministry representative. We have a 
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Closer relationship with the agency in which the chief 
executive administrative officer of the agency and the 
ministry’s assistant deputy minister in charge meet on a 
monthly basis. We’ve devoted more of our own min- 
istry’s internal audit time to the agency. 

The inappropriate actions that occurred last year are 
regrettable but shouldn’t be allowed to overshadow the 
tremendous contribution Agricorp makes to the agri-food 
industry and to the entire province. Procedures and 
policies are now firmly in place that will prevent such a 
situation from happening again. 

Much of the reason Agricorp has been able to dis- 
tinguish itself in terms of excellent service and innova- 
tive solutions is the fact that it is run by farmers for 
farmers. The strong representation on the board from 
Ontario’s farm and commodity groups ensures the 
agency continues to evolve to meet the real needs of 
farmers. With its strong board of directors, new policies 
and closer ties to the ministry, I’m confident that Agri- 
corp is well positioned to continue to play a significant 
part in encouraging a vibrant agri-food industry in 
Ontario, now and into the future. 

The Chair: Thank you very much, Deputy. We will 
start off with the first round of 20-minute questioning for 
each caucus. There may be some more time left after that 
which will be split. We’ll start with the Liberal caucus. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): I just want to know how someone gets appointed 
to the board and who is responsible for nominating them. 

Mr Ingratta: To the board of directors of Agricorp? 

Mr Cleary: Right. 

Mr Ingratta: We seek nominations from the agri- 
cultural commodity organizations, the major organiza- 
tions that have their crops insured by the commission. 
They nominate a list of individuals—producers—to the 
ministry, and the selection and the appointment to the 
board of directors is made by the minister. 

Mr Cleary: You said that the commodity groups have 
to put the names forward—in all cases? 

Mr Ingratta: The commodity groups put the majority 
of the names forward. Each commodity group puts for- 
ward two or three names, so we do have quite an 
extensive list. 

Mr Cleary: Does the same thing apply to how re- 
placements are chosen? 

Mr Ingratta: On a regular basis we go to the com- 
modity boards to have them update their lists and their 
recommendations for who should be on the board. 

Mr Cleary: The other thing that I’d like to know is a 
little bit about your administrator, Tom Schmidt. I’m 
reading from a fax I got from probably as good a farmer 
as there is in the province of Ontario. It says, “Go back to 
the time when Schmidt was hired and I think you will 
find out that he got rid of the people in Agricorp who had 
any knowledge and background in farming and replaced 
them with people who didn’t know a combine from an 
airplane.” This is some information I got from a good, 
well-known farmer. 
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Ms Marilyn Mushinski (Scarborough Centre): Are 
you prepared to hand that over to the members of the 
committee? 

Mr Ingratta: The question, sir? 

Mr Cleary: I just wanted your comments on that. 

Mr Ingratta: The question, as I understand it, was 
how the CEO was hired? 

Mr Cleary: Right. 

Mr Ingratta: Let me provide you that detail, if I 
might. The interim board of directors, the transition 
board of directors from the crop insurance commission to 
Agricorp, was charged with the responsibility of a com- 
petition to fill that position. They acquired the service of 
a professional human resources firm that did the search 
Canada-wide to identify a potential list of individuals 
who may be considered for that position. I believe there 
were over 100 individuals identified as part of that public 
advertisement and by the search conducted by that firm. 
1050 

The firm, working with the interim board, determined 
a short list of individuals who would be screened through 
a personal interview and through reference checks. I 
believe that five individuals were interviewed by that 
board in the first round. If you like, I could provide the 
names of the people on the board. They were all pro- 
ducers and the former chairman of the crop insurance 
commission. They conducted that series of interviews, 
reduced the number of applicants to three and conducted 
another intensive series of interviews. 

I apologize if this sounds like a long answer, but I 
think a full process for identifying candidates was em- 
ployed in terms of interviews and reference checks. As 
part of that process, the board made the recommendation 
to acquire the services of that individual. 

The point I believe you are also making, if I might, is 
that when that individual came to the organization, some 
organizational changes took place. As with any new 
organization, restructuring from the old crop insurance 
commission did take place. Some of the most senior 
individuals who worked with the crop insurance com- 
mission and moved from that to the agency responsibility 
did continue with the Agricorp organization and, in fact, 
continue today. 

If there are one or two examples of individuals who 
are no longer with the board who may be in the category 
of having tremendous experience, I would agree that in 
the last three years, individuals have found alternate 
employment opportunities or retired. One of the more 
long-standing individuals responsible for sales and 
marketing retired just last month, and there are a number 
of cases of that over the course of the three years. To 
suggest there was a complete reshuffling of senior 
responsibilities with Agricorp would be incorrect. Some 
of those senior people continue in those positions. 

Mr Cleary: I appreciate your comments. It’s not my 
work; it’s someone else I have to represent. Ever since I 
came to Queen’s Park, I have been involved as either a 
critic in agriculture or a parliamentary assistant, so I have 
to have answers too. I appreciate your comments, and I 
know that everyone has a lot of questions. 
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Mr Steve Peters (Elgin-Middlesex-London): | 
understand that Agricorp is a schedule 3 corporation that 
has an OMAFRA adviser on the board. It strikes me as 
odd that we have four witnesses here today, Mr Ingratta. 
Why is nobody from Agricorp—either the chairman or a 
member of the board—here today? 

Mr Ingratta: The invitation I received to be present 
here suggested that the ministry’s activities were to be 
scrutinized as a result of the Provincial Auditor’s report. I 
have no question that if we were to phone the current 
CEO of Agricorp or members of its board—if we were to 
bring them in, they would come willingly. It’s not an 
issue of excluding them on purpose. 

I believe David Hope would like to add to that, if he 
might. 

Mr David Hope: I am the current ministry repre- 
sentative on the board of directors, so I serve as a full 
voting board member. 

Mr Ingratta: If I might, I’d like to point out that this 
was one of the changes made following the Provincial 
Auditor’s report. Rather than having a ministry repre- 
sentative on the board in an ex-officio advisory capacity, 
we moved to have a ministry employee appointed to the 
board as a full-time voting member. As Dave has in- 
dicated, he is that person. 

Mr Steve Peters: Being a member of the board and 
having served, I guess, back a time in an advisory role on 
that board, you certainly would have been privy to what 
was going on at the board and you would have known 
everything that was going on. We know that in May-June 
1999 the auditor made the decision to undertake a value- 
for-money audit. During that May-June 1999 period, 
would the minister have been communicated with? 
Would the minister have been kept informed of every- 
thing that was happening at the Agricorp board during 
that May-June period when the decision was made to 
undertake the audit? 

Mr Ingratta: In answer to your question, I think we 
have to look at the structure that was set up. Agricorp 
was created as an arm’s-length agency. Responsibility for 
the operation of that agency was in the hands of the 
senior management of the agency and the board. When 
you ask if the minister was informed of everything that 
was happening at the board and the subcommittees of the 
board, of the daily and monthly decisions that were taken 
at that board, the answer would be no. As the ministry, 
we continue to have responsibility for the overall policy 
direction of Agricorp but not the daily operational 
activities. 

Were we cognizant of the decision of the Provincial 
Auditor to do a value-for-money audit? Yes. We’re also 
extremely cognizant that in the legislation, the Provincial 
Auditor has the annual responsibility of the financial 
audit. So we were not surprised or taken aback that with 
a relatively new agency with almost three years under its 
belt, the Provincial Auditor made the decision to conduct 
that audit, based on their financial audits and based on 
their risk analysis that is conducted on a broad range of 
organizations. 
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Mr Steve Peters: You have an OMAFRA adviser on 
the board. It’s clear to me that if some serious dis- 
crepancies have taken place with money, somebody 
should be notifying the minister of problems within this 
agency, because you have an OMAFRA adviser sitting 
on the board. 

Mr Ingratta: I think we would confirm that when we, 
as the ministry, became aware of the issues, that 
information was shared. You’re focusing on the summer 
of 1999. I would say to you—and I repeat—that the 
board structure that was in place at that time allowed for 
multiple committees of the board. Our representative was 
not an adviser to all those committees and subcom- 
mittees, and so would not be advised of all the dis- 
cussions of those subcommittees. When we became 
aware of the information through our representation on 
the board, that information was dealt with in due process. 

Mr Steve Peters: In the auditor’s report on pages 26 
and 27, the auditor makes reference to a number of 
investments, including the bonds that were sold for a 
$61,000 loss and the loss of $1.2 million on another 
bond—the top-up of $2.9 million and the long-term 
$61,000 loss. As the senior administrator to the whole 
farm relief program, Mr Hope, knowing that Agricorp 
used whole farm relief money, what was your comment 
on Agricorp using whole farm relief money in these 
investments? Did you agree with that? 

Mr Ingratta: If I could introduce the first part of the 
answer, then David would follow up. 

On the question of using the float that was in 
Agricorp’s control, the float was there to pay applications 
to the whole farm program. When those applications 
were submitted and approved, Agricorp would cut the 
cheque. The indication and the rules, if you will, around 
how that float could be invested were clear. They were to 
be invested for a limited time and not for an extended 
period. So it was an inappropriate action to invest dollars 
from the whole farm program for a longer period of time. 
1100 

Mr Hope: What I can tell you from our perspective as 
contracting with Agricorp to make the payments on 
whole farm relief is that we entered into an agreement 
with Agricorp on how those monies would be managed 
and invested and what our expectations of that were. 
When the issue became known to the board, at that time I 
was not a representative on the board but was made 
aware of that at the time it was made known to the board 
and was also informed about the actions that had been 
taken by the board to ensure that there was no ongoing 
impact on the program. We also had discussions to 
understand the actions that had taken place at the board’s 
direction to ensure that similar circumstances could not 
happen again and we made ourselves familiar with those 
policies to ensure that this was sufficient to provide us 
with assurance that it would not happen again. 

Mr Ingratta: If I might summarize, the longer-term 
investment was deemed to be inappropriate. Again, we 
have, at the Provincial Auditor’s advice, taken a number 
of steps to ensure that this practice does not happen in the 
future. 
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Mr Steve Peters: Can you tell me the size of that 
bond and the term of that bond? It’s my understanding 
that the bond had been sold in two lots on September 15 
and September 30, 1999. Could you tell me what the size 
of the bond was and what the terms of that were? How 
much of that bond was made up by whole farm relief 
program funds? 

Mr Ingratta: For clarification, this is the May 1999 
bond? 

Mr Steve Peters: Yes. 

Mr Ingratta: David, do you have that information? 

Mr Hope: Just one moment, please. 

The Chair: I think it’s right at the bottom of page 26. 

Mr Hope: Yes. In May 1999, a $5-million par value 
government of Canada bond with a maturity date of 
September 1, 2003, was purchased. That’s my under- 


. Standing. 


Mr Steve Peters: It’s interesting. I was elected in 
June 1999. My office started to receive calls, complaints 
started coming in about the whole farm relief program. 
Prior to the election, funds seemed to be disbursed 
quickly. The release of the funds appears to have dried up 
in the summer. Can you tell me, is it because monies 
were invested in these bonds that funds couldn’t be 
released, because the money had been tied up and you 
didn’t have access to the money? 

Mr Ingratta: David, if I might. I want to make a 
point, and David will provide the details. 

The issue that I believe we’re discussing today is 
Agricorp’s management of those cheques. I don’t believe 
the Provincial Auditor had questions about the process of 
the cheques being cut and provided to producers. If the 
questions you’re asking are around the structure and how 
the Ontario whole farm relief program was constructed, 
the policy decisions that were taken with the federal 
government and all of the provinces together to identify 
how the program would be constructed—if you want to 
get into that debate around the structure of the whole 
farm program, that’s a separate issue. I’d be glad to 
provide information on that, but if the questions are 
around how Agricorp delivered those cheques, I don’t 
believe there were any complaints around the turnaround 
time. Agricorp was charged with the responsibility of 
cutting those cheques once the applications had been 
approved by the ministry. I don’t believe there are any 
complaints about completing that process, so I don’t 
believe there is a concern about Agricorp’s involvement 
there. If the question you’re asking is how the dollars 
flowed out of the program and what the deadlines for 
applications were, then I think David could provide that 
additional information. 

Mr Hope: The short answer is no, the investment 
practices of Agricorp did not impact the flow of funds to 
farmers. To put it in context that you had mentioned, in 
early 1999, Ontario offered an interim program, there 
were applications made on that program and approxi- 
mately 2,500 people received money on that basis. They 
also were required to apply to the full program once it 
was started. In addition, people were able to apply for the 
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first time. So we had a number of people who applied 
early and payments were made. 

As far as the applications to the full program, over 
70% of them came in in the month prior to the July 31 
deadline. That is why there was an unequal processing of 
payments, because the applications came in that way. 
There were quite a few up front in the spring, and a lot 
came in in the three to four weeks prior to the deadline 
and then those were processed. We always had a very 
short turnaround time from the time we had sent notifi- 
cation to payment to Agricorp and the time the cheques 
went out, and that averaged about a two-day turnaround 
or less. 

The Chair: One more minute, Mr Peters. 

Mr Steve Peters: On page 26 of the auditor’s report 
there’s reference made to the illegalities and losses in- 
appropriately transferred from the general fund to the 
crop insurance fund. What I’m trying to find out is—and 
I asked the auditor this question about the transaction that 
took place—why the board would get involved in in- 
vestments that were totally contrary to what was allowed 
under the order that created Agricorp. Why would you 
begin to get involved in areas that you shouldn’t have 
been involved in? 

Mr Ingratta: I want to stress one point. In the con- 
versations that we’ve had with the Provincial Auditor, 
and I believe in his report—you’ve used the term “illeg- 
alities.” I don’t believe that’s an appropriate descriptor of 


what has occurred. In fact, we have a written legal . 


opinion that there were no activities that would be found 
under the Criminal Code or under the Agricorp Act to be 
illegal. I want to emphasize that the investments and the 
purchase of bonds, that investment instrument, were 
within the bounds of the program. The issue that was 
inappropriate was the active trading of those bonds. 

The act and the memorandum between Agricorp and 
the ministry were silent on the issue of active trading. It 
was not included; it certainly will be and has become part 
of the policies and procedures of the current board to 
suggest that this active trading is an inappropriate 
mechanism. 

So the instruments were used. I need to comment on 
the issue of highly speculative trading. The active trading 
was inappropriate, but the purchase of the instruments, 
the bonds, was not. They were not in the processes, as 
some may suggest that they were highly speculative 
investments. They weren’t penny stocks on the Van- 
couver exchange. The instruments were appropriate; the 
active trading was not. The Provincial Auditor has 
pointed that out. We support that view, and it is not 
permitted. 

1110 

The Chair: We’ll have to leave it at that. Mr Cleary, 
could you take over for a few minutes? We’ve gone 22 
minutes, so we’ll have 22 minutes for each one of the 
other caucuses as well. 

Ms Shelley Martel (Nickel Belt): Deputy, I think 
what’s so disturbing about the audit is really the clear 
evidence of gross negligence at so many levels. You have 
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tried to say that this corporation operates at arm’s length 
from the ministry. But if you look at the memorandum of 
understanding, in fact you are very clearly tied, and part 
of the problem was that no one seemed to abide by many 
of the rules and responsibilities in the memorandum of 
understanding. For example, there was negligence in the 
minister’s office because ultimately he is supposed to 
monitor Agricorp’s activities to ensure that its mandate is 
fulfilled and is in compliance with government policies. 
We know the corporation was not in compliance with 
government policies. Frankly, I think there was negli- 
gence in your office because under the same MOU 
you’re supposed to meet with the board and the chair 
regularly and discuss issues regarding the mandate of the 
board and inform ministers of the problems. We know, 
because the auditor has told us, that there were six vision 
statements in three years, so clearly people didn’t have 
any idea of what their mandate was and that didn’t seem 
to get cleared up at all. 

I think there was negligence on the part of the board 
and the chair because they are appointed by the govern- 
ment and they are responsible back to the minister to 
ensure that the business at the corporation occurs as 
defined in the act, and we know that it did not. 

Also, I think there was incredible negligence on the 
part of the ADM who sat as a member of the board, 
because frankly he or she better than anyone else should 
have known the requirements of the act, and yet there 
were many transgressions that were clearly in violation 
of the act during the whole period that individual was 
there, and finally certainly some negligence of the CEO, 
who was supposed to oversee the operation of the cor- 
poration, as per the act, and clearly didn’t do that. 

I hope that all this negligence was unintentional, but I 
think the fact remains that were it not for the auditor and 
the full-blown audit, there probably would have not been 
any action taken on many of these issues, because since 
you folks didn’t do any internal audits during this whole 
time, you didn’t identify the problems. 

The one thing that I worried about in your opening 
remarks is that you said when these problems were 
identified by the auditor you clearly and quickly reacted. 
We have heard otherwise, and I’ll give you one of the 
examples that I want to start with. We have been clearly 
told that the problem around the fund administration, that 
is, interest from the corporation insurance fund to be 
transferred to the general fund, was a problem that was 
identified with your ADM, who sat on this board as early 
as 1997, and no action was taken to deal with that. Both 
the CEO and your ADM continued to say that they had a 
legal opinion that said it was OK, despite several 
attempts by the auditor’s office to clearly express con- 
cerns. Why was it that from 1997 on that item picked up 
by the auditor was not responded to? I point out that it 
wasn’t until the full-blown audit began in May that, 
finally, outside independent advice was agreed to by both 
parties to actually get some kind of ruling on this. 

Mr Ingratta: The point on fund administration is an 
important one. Without seeking his concurrence at this 
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particular point, I would say the issue of the admin- 
istration, particularly of the interest earned in the crop 
insurance fund, was the point of, if you will, greatest 
contention between the Provincial Auditor and the min- 
istry. You are right that we have had debate over time on 
the issue of interest, specifically from the fund. I have to 
point out that over the course of time both the federal 
government and ourselves and the producer groups came 
to an agreement that interest from that fund might be 
appropriately used for a portion of the administration 
activities of Agricorp. 

The act itself, as I understand it, is silent on how the 
interest might be used. It is clear that the interest could 
not be taken from the fund, but if interest was generated 
by the fund, the act is silent in that regard. We, along 
with our federal colleagues, determined that it was an 
appropriate use to take some of that money to charge for 
extraordinary administrative expenditures. We continue 
to have that dialogue and, if you will, debate with the 
Provincial Auditor’s office. We came to an agreement in 
1999 that we would abide by—because we had two 
opposing legal and audit views of how that could be 
used, we came to an agreement that a respected third 
party would review that situation and we would abide by 
the decision of that third party. The Provincial Auditor’s 
office and ourselves asked for that opinion in course. 
That opinion was generated and it suggested that the use 
of those interest funds for administration was not 
appropriate. When we received that opinion the monies 
that had been used for administration from that fund were 
returned to that fund forthwith. 

We did have, I think, open and honest dialogue about 
the use of that fund, and I have to emphasize that both the 
federal government and ourselves were of the opinion 
and had legal support for our position and that’s what 
created the dialogue to be extended. I have to also add— 

Ms Martel: Deputy, if I might, I’m not concerned 
about the federal government. The Provincial Auditor 
audits the books of Agricorp, correct? 

Mr Ingratta: That’s correct. 

Ms Martel: And is it true that beginning in 1997 staff 
from the Provincial Auditor’s office raised this concern 
with you, raised this concern with your ADM who was 
sitting on the board? 

Mr Ingratta: The dialogue on the interest from the 
crop insurance fund has been ongoing, yes. 

Ms Martel: When the ADM was advised of this 
problem, and we were told it was in 1997, did he bring it 
to your attention? 

Mr Ingratta: Yes. 

Ms Martel: What did you do at that point? 

Mr Ingratta: We sought the legal opinion of whether 
the act would permit the use of those funds. 

Ms Martel: You sought that legal opinion from your 
own legal staff within the Ministry of Agriculture and 
Food? 

Mr Ingratta: Yes. 

Ms Martel: When the auditor came back to you and 
said they were not satisfied with that legal opinion, what 
happened then? 
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Mr Ingratta: Then we sought the, if you will, final 
legal opinion. 

Ms Martel: But this was, am I correct, two years after 
the auditor first brought it to your attention? 

Mr Ingratta: David, if you will. 

Mr Hope: The issue did occur over time, but the 
money that we are talking about was withdrawn, I 
believe, in early 1999, not in 1997. So there were discus- 
sions as to what were the best solutions for this situation 
among clients and the representative parties in 1998. 
Agreements were made and action taken in early 1999 
that resulted in ongoing discussions with the Provincial 
Auditor’s office during further months in 1999. It was in 
1999 that the issue, I believe, was resolved to everyone’s 
satisfaction. 

Ms Martel: I never said that any money was with- 
drawn in 1997. I said that the problem was identified by 
the auditor with your ADM and, clearly, the deputy in 
1997. The problem was identified, and it looks like for 
over—I’ll give you the benefit of the doubt and say an 
18-month period, you stuck with your legal opinion 
despite the concerns that were raised by the auditor, and 
despite his concerns, in 1999 then went on with a with- 
drawal of money from the fund—is that correct?—in 
spite of the concern that had already been raised? 

Mr Ingratta: The concerns had been raised over time, 
and as David pointed out, the actual transaction did not 
take place until 1999. We did take that action and that 
decision despite the suggestions and advice of the Prov- 
incial Auditor. That was an audit view. We were under 
the support of a legal view that what we were doing was 
appropriate. 

Ms Martel: So you knew that transaction had oc- 
curred despite the concerns? 

Mr Ingratta: Yes. 

1120 

Ms Martel: I think that’s a serious problem, Deputy, 
to be quite honest with you. 

Let me deal with the second issue. The auditor raised 
serious concerns about Agricorp’s investment strategy, 
which I gather was developed about two and a half years 
ago. Can you tell me who would have approved the in- 
vestment strategy? Did your office see that investment 
strategy after it was developed? 

Mr Ingratta: The investment strategy on the crop 
insurance fund? 

Ms Martel: Yes. A two-and-a-half year period since 
Agricorp’s put into place an investment strategy for the 
Ontario crop insurance fund, so it would have been early 
on in the development of the corporation. Was that 
strategy approved by your office? 

Mr Ingratta: Yes, the basic investment strategy 
would have been considered by the ministry. The basic 
investment strategy in terms of government bonds and 
the types of instruments that were allowed in the port- 
folio would have been supported. 

Ms Martel: Let me ask, would the minister’s office 
have had to approve it? 

Mr Ingratta: I don’t believe so. 
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Ms Martel: Do you know if he ever saw it? 

Mr Ingratta: The investment strategy? 

Ms Martel: Yes. 

Mr Ingratta: I can’t speak to that. 

Mr Hope: The investment strategy was approved for 
the crop insurance fund by the board of directors. I’m not 
sure exactly which concerns you are raising with it. 

Ms Martel: If I go back to the auditor’s concerns 
about the investments, he raised a number. They have to 
do with the speculative daily tradings and inappropriate 
use of funds held for your ministry by Agricorp in its 
daily trading. He mentions that $2.9 million that came 
from funds that were held for the ministry to make 
payments for the Ontario whole farm relief program were 
actually used in the trading. Under this whole section 
also comes the fact that Agricorp sold some of its long- 
term bonds to meet indemnity requirements when those 
indemnity obligations did not exist. 

In terms of the auditor’s report, when he makes rec- 
ommendations that you should ensure there are proper 
controls in place, you folks reply that it’s been two and a 
half years since you put this strategy in place and it’s had 
a competitive rate of return for its stakeholders etc, which 
is all fine and dandy. But my concern is, who saw it, who 
approved it and, then, who was supposed to monitor how 
the investment strategy operated? Clearly there were a 
number of transgressions. 

Mr Hope: Could I clarify, because I think we’ve got 
two or three issues in that statement. The crop insurance 
fund, which is the sum of money in the neighbourhood of 
$200 million to $300 million, had a board-approved 
investment strategy that was, I think, appropriate for the 
legislation. Of those issues that you raised, I think there 
is only one that applies to that particular fund and that 
strategy, and that would be the rebalancing of the long- 
term bonds in that fund. I think the auditor also pointed 
out that if those bonds that were purchased were held to 
maturity, as the strategy intends, there would be no loss 
to that fund. 

I believe that is the only issue the auditor raised with 
the crop insurance fund investment strategy. I think it 
continues to be a strategy that is acceptable to the Prov- 
incial Auditor, the board-approved strategy. The other 
issues were dealing with operating funds. 

Ms Martel: I appreciate that. I guess the problem is 
the bonds weren’t held to maturity. They were sold 
before they had to be, at a loss. 

My question is, after the strategy was approved by the 
board and clearly seen by the deputy’s office, who was 
responsible for ensuring that its terms and conditions 
were met? Clearly, selling bonds before they matured—if 
that was part of the strategy, that’s a problem; if it 
wasn’t, how come that wasn’t picked up? 

Mr Ingratta: It clearly is not part of the strategy. The 
active trading was not part of the strategy. 

Ms Martel: Was the ADM who sat ex officio for you 
responsible for monitoring the strategy? 

Mr Hope: Again, let us be clear that the issue around 
the rebalancing of the bonds in the crop insurance fund 
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was only a loss if the replacement bonds were not held to 
term. This approach or the strategy for the crop insurance 
fund is a conservative strategy investing in very specific 
types of instruments. What we had was advice by the 
firm hired to do that that there be a rebalancing of these 
bonds, and that as long as they are held to maturity, as is 
the strategy, there is no loss to the crop insurance fund. 
The fund is structured so that monies would be available 
when needed, but at the same time maximizing returns 
using a conservative investment strategy. 

Ms Martel: I understand all that. My concern is that 
the strategy was clearly not followed. There was a 
deviation and the auditor picked that up. I understand you 
have implemented a new strategy as of March 27, and I 
would like to know who would be responsible now for 
ensuring there are no transgressions or deviations from 
this new strategy. 

Mr Ingratta: If I might, you’re correct in identifying 
that the new strategy was enunciated and supported by 
the board. As I indicated earlier, we now, as a ministry, 
have official voting representation on the singular board 
rather than the multilevel board. The knowledge of all 
activities would flow through that person as a result of 
that change. 

There are several things we have done as a ministry. 
In addition to having that full-time representation on the 
board, we have devoted and will be devoting a greater 
level of internal audit resources to ensure that the 
changes that have been implemented are pursued. In 
addition to that, we have formalized a monthly meeting 
of the CAO and the ADM responsible for policy on the 
farm finance division. So we have put in place several 
mechanisms to ensure that the new strategy as enunciated 
is supported and followed. 

Mr Hope: If I could add to what the deputy said, I 
think we are now referring to the investment strategy for 
the operating funds. The board has approved a number of 
processes to ensure that the inappropriate situation does 
not happen again. The investment activity is now under 
the responsibility of the chief financial officer, who has 
significant experience. There are additional processes in 
place as far as duplicate signatures before any transaction 
is authorized. 

The board has a report brought to it at every meeting, 
with the details of that strategy and how it was imple- 
mented. The board has also hired an audit firm to come 
in quarterly and provide them with assurance that the 
information provided to the board at each meeting is 
followed. The ministry rep, who is in this case myself, 
will be getting that information and will be able to 
provide the ministry with the assurance that that strategy 
is being followed. 

Ms Martel: The auditor pointed out that no internal 
audit had been done of Agricorp since its inception. Can 
you explain to the committee why that was the case? 

Mr Ingratta: The auditor of record for Agricorp is the 
Provincial Auditor and their office did in fact complete 
annual financial audits. We did not, as part of our process 
of internal audits that would be conducted in the 
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ministry, identify Agricorp as a priority for internal audit, 
partially because of the ongoing activities of the Prov- 
incial Auditor on that file. As a follow-up to the Provin- 
cial Auditor’s report, and in agreement with the 
Provincial Auditor, to assist them in their annual activi- 
ties of financial audit, we have agreed to devote more 
internal audit resources to Agricorp to support their 
activities in the future. 
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Ms Martel: I appreciate that you’re going to have 
monthly meetings between the CEO and the ADM. My 
concern is that the previous memorandum of under- 
standing certainly allowed for that and I’m wondering if 
meetings did not take place and that’s why problems 
were not identified. For example, Deputy, if I might, you 
were to have “regular meetings with the chair and the 
board to receive updates and discuss issues around 
Agricorp’s mandate and inform the minister as required.” 
For the period during which the Provincial Auditor was 
the auditor of record and then when he started his full- 
blown audit, were those meetings taking place? 

Mr Ingratta: There were meetings between myself 
and the CEO of Agricorp discussing issues of concern 
and importance to the ministry and Agricorp. If I might 
relate, some of the dialogue we had included things like 
the investments and administration that would be re- 
quired to make sure that the program continued to be as 
efficient as possible. There were interactions between 
myself and the CEO. At no time during those sessions 
were there discussions on whether, for example, active 
trading was appropriate. That dialogue did not take place. 

Ms Martel: What about a dialogue on the new infor- 
mation technology infrastructure or any of the infra- 
structure changes that Agricorp was busy making? 
Clearly, from the auditor’s report, $3 million was just lost 
because of a change in direction. Were there any dis- 
cussions during that period about what the corporation 
wanted to do with respect to technology changes? 

Mr Ingratta: The issue of technology is an important 
one to an organization like Agricorp. You can well imag- 
ine that for 19,000 participants in the program, with 
multiple crops and multiple years of records on those 
individuals and those individual crops, there is a massive 
database. The Ontario crop insurance program is differ- 
ent than some of the other provinces in that payments are 
made based on individual records; that is to say, in- 
formation technology is very important in delivering on 
the business of crop insurance. 

As technology evolves, it was clear that an effort 
would be pursued to move away from mainframe proces- 
sing of all that data, looking for some of the new tech- 
nologies that allowed, if you will, desktop. Interactive 
desktop activity with technology appeared to be the way 
to go for the future, to allow flexibility and instant access 
by field representatives to those records, again in an 
effort to focus on providing increasing customer service. 

So the discussions were had relative to moving toward 
desktop technology. Efforts were made to achieve that 
and in the final analysis the technology and the software 
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that was being developed to go with that desktop tech- 
nology did not fit the massive amounts of data required 
as part of the crop insurance program. 

Today they are using a mainframe technology. I 
hasten to add that the information technology system, the 
computer systems within Agricorp, are delivering crop 
insurance cheques within the identified time frame based 
on those individual calculations. There is a completely 
functioning information technology system delivering on 
the timelines and the time frames in Agricorp. 

The Chair: We’ll have to leave it at that. Time’s up. 
Mr Hastings. 

Mr John Hastings (Etobicoke North): I just want to 
make sure, Mr Chair, that we’re getting 25 minutes, 
which will take us right to 12:01, looking at the clock 
when the critic started at 11:10. We get 25? 

The Chair: No, I think we started at 11:12, sir. 

Mr Hastings: Not according to the way I watched that 
clock up there. 

The Chair: I made a little note to myself and I looked 
at that clock when I put down 11:12. 

Mr Hastings: Anyway— 

The Chair: Go ahead, sir. 

Mr Hastings: I don’t think we’re getting the same, 
adequate time. I just want to make noted on the record. 

The Chair: Absolutely. 

Mr Hastings: My first question is to Mr Ingratta, and 
probably to Mr Hope, with respect to the historical 
genesis of Agricorp. How far back does this idea go in 
the ag ministry, OMAFRA? 

Mr Ingratta: As I’ve indicated, crop insurance has 
operated as a function within the province for 31 years. 
Although the concept of moving to an agency separate 
from government doesn’t have a 31-year history, it has 
been discussed in various venues over the last 12 to 13 
years. The rationale for that discussion is that the major 
business of Agricorp is dealing with that massive amount 
of actuarial data that generates an insurance program. 
Various incarnations of how that could be more appro- 
priately handled in an agency outside of government 
have been debated over some time. In the early 1990s, 
there was proposed legislation to create the agency. 
There were certainly active discussion in the late 1980s 
and, as I indicated in my opening remarks, very active 
dialogue in 1996 with the agriculture and the food sector 
on whether the concept of moving this insurance function 
into a more private-sector-type relationship would be 
appropriate. Based on that consultation in 1996, the move 
was made to create the agency, so it has been a fairly 
long genesis. 

Mr Hastings: Mr Ingratta, let me give you that docu- 
ment. That’s a bill that was introduced by the Minister of 
Agriculture and Food back in 1993, Bill 63. Is that very 
similar to the bill we have in place now? 

Mr Ingratta: Without comparing the two bills line by 
line, I would say that the concept is similar. I’m 
reflecting, if you will, on my historic knowledge here. In 
1993, I was appointed as the chief executive officer of 
the Crop Insurance Commission, the forerunner to 
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Agricorp, and part of my responsibilities at that time was 
to develop this concept and potentially move the 
organization outside of government and create the more 
private-sector type of entity. 

Mr Hastings: Thanks for that historical perspective. 

In terms of communications between OMAFRA and 
the auditor, there were various communications I assume, 
not only verbal but written, over the auditor’s concerns? 

Mr Ingratta: Yes. We had, as I indicated, several 
conversations, particularly on the conversations and 
meetings on the investment and the use of interest in the 
crop insurance fund. We’ve received draft copies. I 
believe it’s the practice of the Provincial Auditor’s office 
to share draft copies of the report, multiple iterations of 
draft copies. So, yes, we have had both verbal and written 
interactions between the ministry, Agricorp and the 
Provincial Auditor’s office. 

Mr Hastings: Specifically, did you receive a letter 
from the auditor’s office dated May 31, 2000, which 
basically—and I’ ve seen these letters as director of other 
corporations, companies, organizations—says, in effect, 
and I’ll quote the public accounts letter, the last state- 
ment, “In my opinion, these financial statements present 
fairly, in all material aspects, the financial position of the 
corporation as at March 31, 2000. The results of this 
operation and its cash flows for the year then ended in 
accordance with generally accepted accounting prin- 
ciples.” We put that letter into the record. 
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How does that contrast with the concerns raised in the 


auditor’s report that we now have in front of us on 
accountability and value for money? It would be fair to 
say that the measures, the concerns and the recom- 
mendations taken up by the auditor have, to a great ex- 
tent, already been put in place—accountability, financial 
controls, better IT management—as of May 31, 2000. 

Mr Ingratta: I believe the document you are referring 
to is the result of the annual financial audit of the Prov- 
incial Auditor. That would have been received, along 
with the annual report of Agricorp. So, yes, there is a 
distinction between the financial audit and the value-for- 
money audit, which would have delved into a number of 
areas in more detail, but we would accept the financial 
audit. We received a number of those annual financial 
audits from the Provincial Auditor’s office. 

Mr Hastings: My final question relates to the trading 
loss of the $325,000. Given the concerns raised by the 
auditor in the November special report to the legislative 
committee on public accounts, what specific steps have 
you already undertaken or are contemplating undertaking 
to recover some or all of the $325,000 that made up the 
accounting loss from the inappropriate trading of the 
bonds? 

Mr Ingratta: The amount you’ve identified was in 
fact put into the Agricorp accounts in early January of 
this year. So that action has already been taken, and 
taken, as I said, expeditiously in January of this year. 
That money is in the appropriate accounts and was put 
into the appropriate accounts in January of this year. 
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In addition to moving the money—and I think this is 
the critical point and this is where we get the value-for- 
money audit that the Provincial Auditor does—the 
suggestions on how we could improve the accountability 
system were offered and taken and acted on and 
supported by the board of directors on March 27 of the 
year 2000. David has already delineated some of those 
actions, how we’re improving on the financial account- 
ability and how we’re strengthening and putting 
additional resources into the relationship between the 
ministry and Agricorp. I believe it’s fair to say, not only 
based on the November report but earlier in the year as a 
result of those ongoing dialogues and interactions with 
the Provincial Auditor’s office, we took a number of 
steps to put in place mechanisms that would minimize the 
opportunity for the inappropriate actions to happen in the 
future. 

The Chair: Mr Peters just wanted to make a 
comment. 

Mr Erik Peters: Thank you very much for that, 
Deputy. That was very helpful. I just wanted to get at the 
core of the question, as I understand it, from Mr 
Hastings, and that is very quickly to say that when we 
opine on the financial statements, we would, for example, 
say that the loss is fairly stated. The idea of the opinion is 
simply: do these financial statements present fairly? That 
would be done under an audit offered under the Agricorp 
Act, the legislation under which they operate. However, 
the report that you got on November 21, that’s where we 
would delve deeper as to how the loss occurred, why it 
occurred and what are the procedures surrounding it. So 
it’s the difference between fair presentation or, did the 
taxpayer get value for money. 

Ms Mushinski: I have several questions, I think 
primarily to clarify what may be some confusion over 
when you first started receiving expressions of concern 
about some of the management practices. 

Alluding to Mr Hastings’s questions about the history, 
Agricorp was actually established in 1997. It was estab- 
lished, my understanding is, as a schedule 3 agency. 
Schedule 3 agencies—and I have to go from memory 
here—are required to follow certain business practices, I 
assume, and they have certain relationships with the 
ministry etc. First of all, I wonder how many schedule 3 
agencies are under your ministry and if the established 
business practices are the same for all of those schedule 3 
agencies. 

Mr Ingratta: While David is checking for the number 
of schedule 3 agencies, there is a series of management 
board directives and guidelines for interactions with 
agencies. As you would know, there used to be four iden- 
tified types of agencies. Recently, Management Board 
has extended the definition of agencies because of a 
broader range of activities that are now being pursued. I 
believe there are now seven categories of agencies— 
operational enterprises, service delivery functions, reg- 
ulatory agencies, a whole range of agencies—so there are 
those general guidelines and directives. They would be 
consistent with— 
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Ms Mushinski: Yes, and contained within these 
guidelines, I would assume, Mr Ingratta, are some guid- 
ing principles behind auditing functions, or checks and 
balances, especially with new agencies. I wonder if you 
could enlarge on that for me. I’m just concerned that we 
heard this morning that there were considerable ex- 
pressions of concern right from its inception about some 
of the business practices expressed by the auditor and I’m 
wondering what kind of communication there was, what 
kind of follow-up there was and at what point you were 
required to actually undertake changes in procedure 
based upon ministerial directive. 

Mr Ingratta: In answer to your first question, Agri- 
corp is the only schedule 3 agency—if we use the 
definition of 1 through 4—that the ministry has a re- 
sponsibility for. In establishing Agricorp, we developed 
an MOU, a memorandum of agreement, between the 
ministry and Agricorp that outlined the responsibilities of 
the board, of the CEO, of myself and of the minister. So 
we would have operated under those general guidelines 
and principles in the MOU. There are appendices in the 
MOU to deal with some of the regular activities, but I 
need to come back to the issue that the relationship is an 
arm’s-length relationship. It’s not a daily, regular inter- 
action with the agency. The agency is set up for the 
purpose of conducting that business at arm’s length. The 
basic responsibility of the ministry is to provide that 
policy direction and oversight to the board. 
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Ms Mushinski: So the investment activity, for ex- 
ample, is part of that arm’s-length relationship and the 
day trading that has been alluded to, and certainly re- 
ferred to, by the auditor through his value-for-money 
audit. 

Mr Ingratta: The general principles on investment 
are provided. The issue of day trading is not part of that 
current memorandum of agreement. 

Ms Mushinski: When was that first identified? Was it 
ongoing from 1997? 

Mr Ingratta: The day trading? 

Ms Mushinski: Yes. 

Mr Ingratta: Our understanding is that the day 
trading took place in October 1999. 

Ms Mushinski: There was no such day trading prior 
to October 1999? 

Mr Ingratta: Not that we have or, I believe, the Prov- 
incial Auditor has identified. It was a defined, relatively 
short time period in October. I think the day trading 
spanned about a two-week period in October 1999. 

Ms Mushinski: Those are my questions. 

The Chair: Any other questions? You have lots of 
time left. 

Mr Bart Maves (Niagara Falls): I just wanted to 
pick up on that. Can you clarify, in your best layman’s 
terms that you can—you had ongoing conversations and 
legal opinions going back and forth between yourselves 
and the Provincial Auditor and with the federal govern- 
ment starting in 1997 about a certain investment practice 
or something that was happening on the board. That’s 
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one thing. Another issue is the issue of day trading, 
which never came up until October 1999. So that’s a 
distinct issue from this other issue that you had. Can you 
clarify the distinction there? 

Mr Ingratta: I would attempt to make that clarifica- 
tion. The dialogue we had ongoing with the Provincial 
Auditor’s office was specifically on the use of the interest 
in the crop insurance fund. The crop insurance fund, I 
believe, as of the end of March 2000 was around $300 
million. That’s the fund that is used to pay the indemni- 
fications of the insurance policies that exist. Currently 
there are about $1.2 billion of indemnifications, so that 
fund is there to pay claims. I believe the largest claim 
year that existed under that fund would have been about 
$150 million; that would have been in 1992. So the fund 
exists. It’s a large sum of money, and the rules around 
investment are fairly clear and I don’t believe are in 
question as part of the Provincial Auditor’s report. 

The question that we had debated for some time, and it 
appears in this report, is that the fund obviously generates 
interest. The use of that interest was the point of debate. 
We argued, and had legal opinion to support, that the act 
was silent on the use of that interest. That is where we 
decided, in conjunction with the federal government and 
the grower groups, to use a portion of that interest for 
administrative purposes with Agricorp. The Provincial 
Auditor’s office has argued that the administrative costs 
of Agricorp should be paid in their entirety from the 
federal and provincial grant to Agricorp. That’s the point 
of some dialogue. 

We did make the decision, in the presence of the 
Provincial Auditor’s comment that in their view it was 
inappropriate, to use some of those interest dollars for 
defined administrative purposes. We also agreed, as the 
debate between the Provincial Auditor’s office and the 
ministry continued, in order to end the debate, because 
we didn’t want this to go on ad infinitum, that when a 
final legal opinion was sought—we had an audit opinion 
and a legal opinion. We agreed we would seek a final 
legal opinion and we would be bound by that legal 
opinion. When we received that legal opinion that 
suggested that the interest from that large fund should not 
be used for administrative purposes, then we—or Agri- 
corp, more correctly—returned the dollars to that fund, 
after the final decision had been taken. 

Mr Maves: Now— 

The Chair: I had some questions as well, but go 
ahead. You’ve got five minutes left. 

Mr Maves: I went back, because the auditor audits 47 
of our schedule 3 agencies. In the course of doing that 
audit, they publish in the public accounts a letter every 
year that tells the reader the basis of their audit, and it’s 
directed to the board of directors of Agricorp or to the 
ministry of public account. It’s the same letter every 
time. It basically just says, “I’ve done the audit and in my 
opinion the financial statements present fairly the finan- 
cial position of the corporation,” da, da, da. To anyone 
reading it, the letter says, “I’ve done the audit and it gives 
you a Clean bill of health.” 
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I’ve also got some letters that went to the chair of 
Agricorp, though, that said, “You will be pleased to note 
that I have given an unqualified audit opinion on the en- 
closed financial statements .... Nevertheless, a manage- 
ment letter suggesting areas for improvement will be sent 
to your attention presently.” 


Would you be copied, as a ministry official, on those 
letters when the auditor of that agency is saying—and the 
auditor can correct me if I’m wrong—“In the course of 
doing my audit, as the auditor of these agencies, we 
found some things that are of concern, so we are sending 
a management letter suggesting areas for improvement to 
Agricorp”? 

Either one of you can answer this question: Would 
you have been copied on that and, if so, did you also 
have conversations with the auditor’s office about that 
situation? It’s actually Ken Leishman, the assistant prov- 
incial auditor, who wrote the letter. I’m curious about the 
relationship and the communication between the auditor 
of these agencies and the ministry responsible for that. 


The Chair: Mr Ingratta, if you want to give an answer 
first and then Mr Peters, then I’ll go over to Mrs Munro. 
Go ahead, sir. 


Mr Ingratta: The Provincial Auditor would have 
direct contact with the chairman of the board of Agri- 
corp. Agricorp is the client on that financial audit, so that 
would have been the first point of contact. Certainly, over 
the course of the value-for-money audit we would have 
had dialogue with the Provincial Auditor. But Agricorp is 
the client of the financial audit— 


Mr Maves: I know; I understand. That was the 1998 
audit. Then again, in the 1999 audit there is a letter that 
went out that said, “I give an unqualified audit opinion on 
the enclosed financial statements and suggestions for 
areas for improvement will be part of a value-for-money 
audit plan.” From reading this, I think the auditor un- 
covered some more concerns with the management of 
Agricorp, told Agricorp he had some concerns, didn’t 
include those concerns in the letter but said he would 
include them later on in the form of a value-for-money 
audit. 


My concern is the communications between the 
auditor of these agencies and the ministry responsible for 
these agencies, that if they’re uncovering management 
problems, not only should they address them with that 
agency, but they should be letting you know because 
you’re responsible for that agency and they’re respon- 
sible to you and to the Legislature as auditors of that 
agency for what those things are. Otherwise, how could 
you and how could the minister possibly oversee and say, 
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“Yes, here are the problems identified by the auditor. Did 
Agricorp fix them?” 

I’m concerned about this relationship of communica- 
tion. What exactly is getting communicated? 

The Chair: Who wants to comment on that? Really 
the time is up, but I think we should have an answer to 
this question. 

Mr Erik Peters: It’s different mandates of my office. 
When we do a financial audit, the audit is strictly 
designed to assess whether there is a fair presentation of 
the financial position of the operating results of the entity 
and of its cash flows, but we do not in that audit 
particularly opine whether things are prudently done 
within the organization. That is subject to section 12 of 
the Audit Act, under which I separately report. This is 
why in many agencies—I’ll give you an example. In the 
Workers’ Compensation Board, for example, on WSIB, 
the Minister of Labour actually introduced special 
legislation that value-for-money audits be conducted, 
although the financial audit was going on all along. So 
the communication of the management points—in this 
particular case the prime addressee of our financial audit 
is actually the board of directors that has the governance 
function, and that’s why we— 

The Chair: We’ll have to leave it at that because the 
time is up, and a vote is being called for in the House 
fairly soon as well. 

Interjection. 

The Chair: Yes, you did get your allotted time, Mr 
Hastings, you really did. 

Anyway, what I would suggest is that we have a 
subcommittee meeting between now and the next meet- 
ing to decide, first of all, whether you want to continue 
with this on the December 21 meeting or what you want 
to do on the December 21 meeting. Maybe the caucuses 
can get their position on that between now and then. So 
we'll have the subcommittee meeting probably next 
Tuesday or Wednesday, when it can be arranged with 
everybody. 

Ms Mushinski: Mr Chair, I don’t think we have 
actually been informed by the clerk yet. 

The Chair: Yes, we are. Well— 

Interjection. 

Ms Mushinski: It hasn’t been determined? So I think 
the discussion last week was whether we would be 
meeting on December 21 if the House isn’t sitting. 

The Chair: That’s right. 

Thank you very much for attending here today, 
Deputy, and the rest of your delegation. We appreciate 
your attendance. With that, the meeting’s adjourned. 

The committee adjourned at 1201. 
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The committee met at 1032 in committee room 1, 
following a closed session. 


SPECIAL REPORT, PROVINCIAL AUDITOR 


MINISTRY OF HEALTH 
AND LONG-TERM CARE 


Consideration of section 3.09, emergency health 
services. 

The Chair (Mr John Gerretsen): Good morning 
everyone. I’d like to call the meeting to order. I’d like to 
welcome the delegation from the Ministry of Health. 
Perhaps, Mr Burns, you could introduce the people who 
will be making a presentation initially. We would hope 
that you would keep your presentation to about 15 
minutes and no more, and then we’ll throw it open to 
questioning from the members of the committee. 

Mr Daniel Burns: Thank you, Mr Chairman, and 
good morning. Our opening presentation will be made in 
part by myself and in part by Mary Kardos Burton, the 
executive director in the health care programs division, 
who is sitting just to my left. We have other managerial 
and professional staff with us who work in various 
aspects of this program .If it will be helpful to the com- 
mittee later on, they will be participating in the dis- 
cussion phase of this morning’s meeting. 

Let me begin by saying that the ministry is committed 
to the enhancement of a health system that reflects the 
government’s vision for the future of health services in 
the province, and that vision is of a system that promotes 
wellness and improves health outcomes through acces- 
sible, integrated, quality services for all Ontarians at 
every stage of life, and as close to home as possible. It’s 
because of that commitment that the Ministry of Health 
and Long-Term Care is also committed to being re- 
sponsive to the analysis and recommendations of the 
Provincial Auditor. Our programs are large and extensive 
and the result of that is that the Provincial Auditor works 
in our ministry every year. It’s an important part of our 
annual cycle of assessing the quality of our work to work 
with the Provincial Auditor and respond to the 
recommendations he makes. 

Today, Mary Kardos Burton will address the recom- 
mendations of the Provincial Auditor with regard to 
emergency health services. But before she speaks, I 
would like to take this opportunity to give you a brief 


history of the government’s recent initiatives concerning 
land ambulance services. The Ambulance Act, as 
amended by the Services Improvement Act, 1997, and 
the Tax Credits and Revenue Protection Act, 1998, sets 
out the legislative framework for the funding and 
delivery of land ambulance services under municipal 
jurisdiction. 

On January 1, 1998, each upper-tier municipality be- 
came responsible for funding all costs associated with the 
provision of land ambulance service within its area. The 
legislation required the transfer of service from the 
province to a designated municipality or delivery agent 
by January 1, 2000. It’s important to note that this was 
one part of a much larger realignment of services 
between the province and the municipalities. 

On March 23, 1999, the government announced its 
intention to extend the deadline for municipalities to 
assume responsibility for land ambulance to January 1, 
2001. The government also announced that the province 
would share the approved cost of land ambulance with 
municipalities on a 50-50 ratio beginning January 1, 
1999. To date, 18 upper-tier municipalities have assumed 
responsibility for ensuring the provision of land ambul- 
ance services in their communities. The remaining 32 
upper-tier municipalities will assume responsibility by 
the legislated deadline of January 1, 2001. 

The Ministry of Health and Long-Term Care and the 
Association of Municipalities of Ontario jointly estab- 
lished the land ambulance implementation steering 
committee, LAISC, that has worked collaboratively to 
resolve ambulance transition issues. Ministry consulta- 
tions are ongoing with municipal representatives at 
LAISC and directly with municipalities. The province 
has approved a funding template for cost-sharing land 
ambulance costs on a 50-50 basis. A standards subcom- 
mittee of the land ambulance implementation steering 
committee has been formed to review all standards 
related to ambulance services, including response times. 
These initiatives are a demonstration of the ministry’s 
commitment to continue working with municipalities to 
achieve a seamless transition of responsibility for land 
ambulance services and to ensure that safe and reliable 
ambulance services are available to Ontarians. 

That having been said, members, I’m pleased to intro- 
duce Mary Kardos Burton, who will address the specific 
recommendations of the Provincial Auditor regarding 
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emergency health and provide you with a broader picture 
of ministry efforts concerning this crucial health service. 


Ms Mary Kardos Burton: Thank you very much and 
good morning. I am pleased to meet with the standing 
committee on public accounts today and to present a re- 
sponse to the Provincial Auditor’s Report on Emergency 
Health Services. 

Land ambulance services contribute to the health and 
quality of life in hundreds of municipalities and unorgan- 
ized areas of this province. They respond to more than 
1.2 million calls a year. Last year, approximately 67% of 
the calls were for emergencies. The air ambulance 
program was established in 1977 to transport patients 
who were inaccessible by land ambulance or in situations 
where transport by land ambulance was dangerously 
time-consuming. Air ambulances are also used to transfer 
medical teams and organs for transplants. The ministry 
contracts with private operators of helicopters and 
airplanes to provide these services. 

Earlier this year, the Provincial Auditor assessed the 
ministry’s performance on emergency health services, 
and I’m happy to say that the ministry has made sub- 
stantial progress in the full portfolio of areas evaluated by 
the auditor. The first area is land ambulance. The auditor 
recommended that the ministry ensure, after the com- 
pletion of realignment, an Ontario land ambulance 
program that is seamless, accessible, accountable, inte- 
grated and responsive. These are the principles that are 
outlined in the land ambulance program and were 
endorsed by a land ambulance transition task force. 


The Ambulance Act clearly establishes standards for 
ambulance operations. On assuming responsibility for 
land ambulance services, upper-tier municipalities sign a 
memorandum of agreement with the ministry. As‘of Dec- 
ember 11, 18 upper-tier municipalities had signed this 
memorandum. Emergency health services branch field 
offices will ensure the remaining sign by December 31. 


The ministry will monitor the transfer of responsibility 
through operational reviews, inspections, investigations 
and central ambulance communications centres. Services 
with patient care or public service deficiencies will be 
quickly addressed. 


Looking ahead, the certification process is underway 
and will be completed for all new operators by June 1, 
2001. Ongoing operator reviews are scheduled to ensure 
every station and service will be reviewed by December 
31, 2002. A database is being developed for availability 
by this December. Ongoing non-compliance may lead to 
certificate revocation. 


In July 2001 the ministry, through our field offices, 
will assess the impact of realignment. If necessary, 
corrective measures will be taken in co-operation with 
the affected municipalities. Preliminary discussions are 
being held with field office staff on the monitoring of 
land ambulance realignment. This field office contact 
report format, to be available by this December, and 
database, to be developed in the first half of 2001, will tie 
into the operational review database. 
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On ambulance dispatch, the auditor suggested the 
ministry and municipalities work to ensure that municipal 
boundaries do not impair the delivery of ambulance ser- 
vices to patients or add significantly to costs. The min- 
istry is working closely with municipalities as they 
assume responsibility for land ambulance services, 
including addressing boundary issues through the EHS 
field offices. In addition, central ambulance communi- 
cations centres advisory committees have been estab- 
lished to work with municipalities, monitoring service 
delivery near and across municipal boundaries to ensure 
seamless ambulance service. 


To help guarantee that the funds provided to munici- 
palities are reasonable and equitable, the auditor recom- 
mended that the ministry develop a process that assesses 
relative needs and ensures equitable funding across the 
province. The auditor also requested a definition of 
which costs qualify for provincial funding. The ministry, 
with the land ambulance implementation steering com- 
mittee, has established a subcommittee to review and 
make recommendations on standards and costs. The 
subcommittee has finalized its joint report on costs. 


I’m pleased to report that the government has ap- 
proved a funding template which defines approved land 
ambulance costs for purposes of provincial cost sharing. 
The funding template was distributed to all municipalities 
in October. This template will help ensure the provision 
of funding is consistently approved in all areas. The 
approved costs, by way of principle, are additional costs 
that municipalities incurred, for example, costs of fuel 
and insurance. The principle is also that the municipal- 
ities will be funded for whatever number of vehicles and 
staff they had prior to assumption. 


Municipalities are preparing budget submissions based 
on the approved costs template. Our emergency health 
services head office will review all submissions prior to 
final approval to ensure consistent application and use of 
the template. 


The subcommittee of the land ambulance implemen- 
tation steering committee met in November to begin its 
review of standards, including the response time 
standard. A key area of the auditor’s report is response 
times. To ensure ambulance response times meet the 
needs of patients throughout the province, the auditor 
suggests that the ministry and municipalities join to 
review Current response time requirements to determine 
if they are reasonable and consistent, and to make 
adjustments where necessary. The ministry and muni- 
cipalities have agreed to jointly review current standards. 
An LAISC subcommittee was formed to review stand- 
ards, including response time, and held its first meeting 
in October. The response time review should be 
completed in the spring. 

The auditor also recommended the ministry take 
appropriate corrective action where specified response 
time requirements are not met. The ministry is continuing 
to monitor and analyze the response time of each upper- 
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tier municipality and designated area to measure how 
well response standards are being met. 

On dispatch response times, the auditor recommended 
the ministry establish dispatch response times to better 
meet the needs of patients. Dispatch standards will be 
incorporated into a performance agreement to be signed 
by each dispatch centre and the ministry. Performance 
agreements for central ambulance communications 
centres are planned for implementation early in the new 
year. 

The auditor recommended the ministry monitor dis- 
patch standards to see if they are being met. Adherence to 
performance agreements will be closely monitored and 
corrective action taken where necessary. In addition, 
extra resources, including training and technical staff, are 
planned for each dispatch centre to assist with standards 
compliance. Also, the priority card index has been 
reviewed, and a new computer-aided dispatch system 
will be implemented over the next few years. Central 
ambulance communications centre reviews, with field 
offices monitoring performance and reporting findings, 
will commence early in the new year. 

The auditor recommended the ministry take timely 
corrective action where necessary if dispatch standards 
were not being met. The ministry will take timely cor- 
rective action. Measures are included in the performance 
agreement, as mentioned earlier. 

Turning to redirect consideration and critical care 
bypass, the auditor recommended the ministry analyze 
the impact of redirect consideration and critical care 
bypass on ambulance services, including response times 
for subsequent patients and, where necessary, take 
corrective action. The ministry has established a working 
group to review redirect consideration and critical care 
bypass, including its impact on ambulance services. The 
recommendations of this group are currently under 
review. In addition, in August 2000, the emergency 
health services branch circulated a new standard for 
ambulance services which permits an ambulance, when 
transporting a patient who is at risk of losing life or limb, 
to override the RDC/CCB status of a hospital and advise 
that hospital that the ambulance will be bringing in a 
critically ill patient. 

On dispatch priority, the auditor recommended the 
ministry ensure that central ambulance communication 
centres appropriately assess and prioritize patient needs. 
The ministry is planning to add 10 dispatch training 
coordinators across the province to further refine the 
priority of calls. In addition, as mentioned earlier, a 
technical group, the dispatch priority card index working 
group, has reviewed the priority card index. A computer- 
aided dispatch system will be implemented over the next 
few years. 

On performance monitoring, the auditor recommended 
the ministry research systems to analyze operator per- 
formance, including its impact on patient outcomes, and 
take corrective action where necessary to help ensure the 
land ambulance system meets patient needs. The ministry 
now has a fully defined and implemented certification 


process that focuses primarily on patient care provided 
by operators. A review of the certification criteria and 
process will occur annually. Monitoring of patient care 
scientific data will be undertaken to ensure that 
certification criteria are medically sound. 

Regarding corrective action, the certification process 
for ambulance operators under the Ambulance Act 
provides for action where a contravention of standards 
has occurred. Follow-up visits are conducted for each 
applicant where a breach of one or more certification 
criteria is found. Failure to meet these criteria will result 
in an applicant or operator being denied certification to 
operate a service. Failure on the part of an existing 
operator may lead to the loss of the business enterprise. 

A key component of performance monitoring is ser- 
vice reviews. To ensure ambulance operators meet 
ministry requirements, the auditor recommended the 
ministry consider performing certification reviews with- 
out advance notice to increase assurance of consistent 
quality of practice. The ministry is putting in place an 
inspection process based on random inspections without 
notice. Any follow-up visits will be conducted with short 
or no notice, depending on the nature of the certification 
breach. 

The auditor recommended the ministry have, on a 
timely basis, a coordinated follow-up of all deficiencies 
identified during certification reviews. The ministry will 
follow up on deficiencies. 

The auditor recommended the ministry clarify the 
circumstances when a formal investigation of an operator 
is required and when a certificate is revoked. The 
ministry reviews every complaint received to ensure 
requirements are being met. Where there is substantial 
evidence they’re not being met, a formal investigation 
will be conducted. If a complaint falls under some other 
jurisdiction, it will be referred to the proper authority. 
Certificates will be considered for revocation where a 
contradiction of Ambulance Act standards exists. 

To ensure emergency patient needs are being 
effectively met, the auditor recommended the ministry 
review central ambulance communications centres and 
base hospitals within reasonable time frames. The 
ministry will develop schedules to ensure that operational 
reviews are conducted within reasonable time frames. In 
addition, continual review of communications centres 
will take place within 2001. Base hospital reviews are 
scheduled to be completed over a three-year period, with 
nine reviews slated for 2001. 

The auditor recommended the ministry resolve all 
identified deficiencies on a timely basis. Identified 
deficiencies are discussed with the operators/managers 
and corrective action plans are developed. Corrective 
action taken will be monitored. Announced and unan- 
nounced service reviews and certification visits are being 
coordinated with field office staff visits. 
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A final component of performance monitoring is 
complaints. The auditor recommended that to better 
enable it to assess whether complaints are satisfactorily 
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resolved, the ministry should establish clear lines of 
responsibility for following up on deficiencies identified 
in investigation reports. A process for investigating com- 
plaints received by or referred to another jurisdiction 
relating to land ambulances has now been developed for 
presentation to the land ambulance implementation steer- 
ing committee this month. Complaints and investigative 
findings are reviewed with field offices on an ongoing 
basis. The auditor has recommended that the ministry 
ensure that follow-ups are completed and documented. 

The Chair: Are you about to wind up? I really think 
it’s important for us to get to the questioning as soon as 
possible. 

Mrs Lyn McLeod (Thunder Bay-Atikokan): It 
might be helpful, Mr Chair, if there are points that add 
new data that are not already in the ministry’s written 
response in front of us, that might be submitted, as 
opposed to rereading what is in the auditor’s report. 

The Chair: We have limited time this morning. 
Although I appreciate what you’re saying, we like to 
adhere to the 15-minute presentation time as strictly as 
possible. Are there any comments you wanted to make 
about the air ambulance service, since that is one main 
area you haven’t dealt with? 

Ms Kardos Burton: What I would raise in terms of 
the air ambulance program, then, is just the points that 
the auditor raised. The auditor recommended that the 
ministry better demonstrate, through proper documenta- 
tion, that air ambulances are used appropriately and that 
the aircraft selected meet patient needs. We can discuss 
through the course of this what we have done about that. 

The Chair: Why don’t I throw out the questions at 
this point in time. We’ll have 20 minutes for each caucus 
and then we’ll have about five minutes left to discuss 
what else we should do with respect to this matter. I’1l 
start with the Liberal caucus. 

Mrs McLeod: We have a number of questions. I 
appreciate the fact, as the deputy has said, that this 
realignment, including a cost downloading—and I use 
that term advisedly—is part of a larger context and was 
not something the Ministry of Health requested. I think 
you’ve got a huge problem on your hands, and we’re 
extremely concerned about the potential dangerousness 
of the situation as January | approaches. I consider this to 
be a really serious set of issues that we’re talking about 
today. 

Let me start with resources. We have a template that 
talks about the kinds of things that need to be covered on 
a 50-50 basis. What we don’t have is how much money is 
going into it. To this point, to the best of my knowl- 
edge—lI’m looking to Mr Clark—we know there was the 
$25 million you mentioned at estimates that had been 
agreed upon, which I think was primarily, if not 
exclusively, for capital. But we also know the auditor has 
said that you need $100 million more just to get to the 
1996 response time, and that there is an additional $64 
million in one-time severance costs. That wouldn’t be 
part of the 50-50, but I assume that’s already been 
committed by the government. 


In terms of the dollars that are there to meet the 1996 
standards, as a minimum standard, what kinds of dollars 
have been committed to the municipalities? 

Mr Burns: Just on the final point that you’ ve made, I 
think we indicated in the presentation that the template 
for the base current costs was dealt with in the last few 
months and we are now engaged in a very detailed 
discussion about standards. It’s really only with that in 
hand that you can make a soundly based final judgment 
about resources and timing, and that will take some 
further months and some further discussion to complete. 

Mrs McLeod: That was going to be my second 
question, because I don’t know how you can determine 
what you’re spending 50% of if you don’t have a 
standard in terms of response times that you’re prepared 
to meet. Obviously it is an operating cost in terms of the 
number of ambulances and numbers of ambulance 
drivers/paramedics. We know that the Fleuelling inquest 
recommended, for Toronto alone—I think the implica- 
tions of the Fleuelling inquest were something like 118 
new paramedics, if that’s correct. 

Ms Kardos Burton: | think it’s important to remem- 
ber that there are base costs that are spent on the 
ambulance program. We currently spend approximately 
$280 million. There are additional costs on top of that, 
some of which you mentioned, in terms of severance 
costs, which we did pay in terms of this transfer. The $30 
million was for fuel insurance. These are the things I 
mentioned earlier. 

In terms of looking at response times, particularly with 
the movement to municipalities, it is important to look at 
response times and then discuss with municipalities what 
their plans are for improving response times. 

Mrs McLeod: I’m sorry to be so frustrated by this, 
but it is—what, December 13 today? Have I got my dates 
right? This takes effect on January 1. This is of critical 
importance to life in these communities, and there are no 
standards in place. The Premier in the House talks about 
a single standard that was put in place in 1996; that’s not, 
in fact, the case. What is still the standard in the certifica- 
tion standards are the response times of the operators that 
were in place in 1996, so it’s not a single standard. 

I don’t know whether you’re looking to set a single 
standard for ambulance response times or not, but what 
you’re telling me today is that in the middle of Decem- 
ber, with the turnover to take place on January 1, you 
don’t know what standards are going to be in place until 
the spring, and therefore you don’t know how much 
money you’re prepared to provide in support for an 
ambulance service. I’m truly concerned that it’s not there 
now. 

Ms Kardos Burton: First of all, it’s important to 
point out that there are standards in place. As you men- 
tioned, the response time standard, just to be very clear, 
shall not be of a longer time duration than the 90th 
percentile response time standard for priority 4 emerg- 
ency calls set by the operator who provided land ambul- 
ance and emergency response service in the area in 1996. 
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That was a point in time that the response time was 
decided then. 

So there is an assessment in terms of the muni- 
cipalities. We’ve been working with the municipalities. 
We’ve given each one of them their response time 
information, so there is response time. Response time 
also changes. It is not set in stone in terms of what a 
response time is on a particular time. It varies across the 
province. It varies in terms of urban areas and rural areas. 

This is the current standard that is in place, but we’re 
working with the municipalities in terms of—they are a 
partner—are the standards that we have in place the ones 
that we will be continuing with or should we be looking 
at other standards? But there are standards in place. Right 
now, they know that these are the standards. 

Mrs McLeod: I understand that. So let me just take it 
right back, then. At a minimum, starting January 1, are 
you committed to funding 50% of the cost of meeting the 
1996 standards? The auditor has indicated in his report 
that that’s at least $100 million more in annual operating 
costs than is currently being spent on the ambulance 
system. 

Ms Kardos Burton: We are committed to funding 
50% of mutually agreed upon standards. 

Mrs McLeod: So there will be at least $50 million 
more for operating to be committed by the government in 
the next two weeks to municipalities for ambulances to 
meet current standards? 

Ms Kardos Burton: I think we need to go through 
our review and then determine what the actual costs there 
are. 
Mrs McLeod: How much money is on the table 
today? I’m going to push this, because those municipal- 
ities cannot take this service and provide it on January 1, 
three weeks from now, without having dollars. How 
much money has the ministry committed to the muni- 
cipalities to run the ambulance service? 

Ms Kardos Burton: We have the $280 million that I 
mentioned earlier. There is an additional $30 million. 
There are some additional costs that the province has 
paid. The province continues to pay 100% of the dispatch 
costs, which are approximately $38 million. 

The other point that I would like to raise in terms of 
municipalities, and I think this is very good news, is that 
some municipal councils have decided to add additional 
funding in terms of meeting their own response time 
standards. 

Mrs McLeod: I understand that. Is the ministry 
committed to funding 50% of their additional costs? 

Ms Kardos Burton: The ministry is committed to 
funding 50% of mutually agreed upon standards once we 
do our standards review. 

Mrs McLeod: Once you have the standards. So those 
municipalities have gone on their own— 

Ms Kardos Burton: They have. 

Mrs McLeod: —to put 100% of the additional costs 
in at this point in time. 

I’ve got too many questions, obviously, because there 
are a lot of very, very critical issues here. You said that 





18 municipalities have signed and you expect to have the 
others sign by January 1. I know there are reasons for 
delay. In Kenora, for example, they don’t have anybody 
to deliver the service. They haven’t been able to reach a 
local agreement on delivery. What happens in the next 
two weeks in Kenora? 

Ms Kardos Burton: Kenora has just recently taken a 
decision in terms of delivering the service, I think. Our 
staff has been up there in terms of looking at the cer- 
tification. We expect that this week the process will be 
finalized and that they will be delivering the service 
January 1. 

I have with me Malcolm Bates, the senior manager. 
Perhaps he can speak more specifically about the cer- 
tification in Kenora. 

1100 

The Chair: If everybody could move down one, then 
everybody will have their own microphone. Go ahead, 
Mr Bates. 

Mr Malcolm Bates: Perhaps I can go back a second, 
because I think you’ve raised an important question 
about standards in the sense that there are numerous 
standards in place with respect to patient care, vehicles, 
equipment, certification, communicable diseases. Some- 
thing in the vicinity of 27 standards are in place. As Mary 
indicated, 18 municipalities have already assumed re- 
sponsibility, some as early as January 1 of this year. They 
are working effectively under the standards that are 
currently in place and they have been certified with 
respect to whether or not they meet the standards on how 
their service is being provided. 

Kenora, as you bring up, is going through a procedure 
at this particular point in time to select a way they intend 
to provide service on January 1. As I understand, they 
made a decision on the weekend. They did an extensive 
review of how they wanted to do it and they came to the 
conclusion that they would do it themselves in-house 
primarily, although they do have two contracts already 
arranged. 

We have been in the Kenora district, working with 
DSSAB in Kenora to determine that they are on-line. We 
fully expect that by this week or early next week, they 
will have what they require as far as our satisfaction that 
they will be able to provide the service beginning 
January 1. 

Mrs McLeod: Are you satisfied that every muni- 
cipality will be in a position to maintain a continuous 
ambulance service as of January 1? 

Mr Bates: We are satisfied that they will be. We have 
checked and certified all of the services that are currently 
being provided by the municipalities and have worked 
with the other 31 that have not yet assumed. They all 
have staff in place. They know what they’re doing. 
They’re enthusiastic about it. The ones that have already 
assumed are providing, as I say, excellent service at this 
particular point. 

Mrs McLeod: Are they all prepared to meet the 1996 
standards for their area, whatever that might have been, 
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without the additional funding committed from the gov- 
ernment yet? 

Mr Bates: I think as Mary indicated before, they’re 
working with us with respect to response times. We have 
a standards committee that is looking at response times 
and other standards—not just response time but other 
standards as well—and working closely with us. We 
expect over the next few months that further resolution of 
response times will come to pass. 

Mrs McLeod: I want to leave some time for my col- 
leagues, so maybe just one other area, particularly now, 
on dispatch response times. There is some confusion in 
the report of the subcommittee that the auditor has 
identified, and that is that there was a recommendation 
that some municipalities should be allowed to run the 
dispatch system but not forced to run it. Can you tell me 
if there has been a final decision about who is going to 
run the dispatch system? 

Ms Kardos Burton: As I said earlier, currently the 
province pays 100% of dispatch. Some municipalities run 
their own. Toronto, for example, does run its own 
dispatch. During this last year we’ ve had requests from a 
number of the larger municipalities particularly. They’ ve 
requested that the government do pilots in terms of 
running dispatch. We’ ve been talking to them about dis- 
patch, but right now there has been no decision taken as 
to changing dispatch governance. 

Mrs McLeod: So as long as there is no decision 
taken, the ministry continues to be responsible for the 
dispatch system. 

Ms Kardos Burton: The ministry continues to be 
responsible. 

Mrs McLeod: Why has it been decided to take dis- 
patch response times out of regulations—I think they 
were under the Ambulance Act—and negotiate indiv- 
idual dispatch response times with each of the dispatch 
centres? Why not have a single standard for ambulance 
dispatch response times across the province? 

Mr Bates: At the time the act was being reviewed, 
there was a question as to what should be considered to 
be included in the act and what could be taken out of the 
act. It was a review of the red tape area, and the decision 
was made that ambulance standards could be better 
utilized within a performance agreement. The Ambulance 
Act requires an agreement to be signed between every 
agency that receives funds directly from the province, 
and central dispatches and dispatches are, of course, in 
that category because we’re funding 100% of dispatch. 
So performance standards will be included in the 
performance agreement to be signed by dispatch centres. 

Mrs McLeod: What possible advantage could the Red 
Tape Commission, or whoever was running this—what 
possible advantage could there be in taking a single 
standard out of the Ambulance Act and having different 
standards for ambulance dispatch negotiated with each 
centre? How does that solve any red tape problems? It 
seems to me that increases red tape and it certainly 
creates inconsistencies. What was the gain? 


Mr Bates: I’m sorry, I can’t answer why they did that, 
but I can tell you that the standards will in fact be 
consistent from one dispatch centre to another. It will be 
a consistent performance agreement, so the standards that 
are required will be the same. 

Mrs McLeod: So the government will still set a single 
standard and incorporate that in every agreement? 

Mr Bates: That’s correct. 

Mrs McLeod: But not be bound to it by the act? 

Mr Bates: The act in fact does bind, because the act 
refers to performance agreements that must be signed. 

Mrs McLeod: I’m going to turn it over to my col- 

league. I hope, Mr Chair, there will be time to get back at 
least to air ambulance, as well as to redirect in critical 
care. 
Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): You mentioned agreements with upper-tier 
municipalities. How many municipalities are going to be 
providing the service that are not upper-tier municipal- 
ities? ; 
Ms Kardos Burton: I don’t have the figures right in 
front of me. There are upper-tier municipalities, but there 
are also the DSSABs in the north, which are designated 
delivery agents. But I don’t have the actual figures night 
here in front of me. 

Mr Cleary: Not only in the north— 

Ms Kardos Burton: No, in the south too, right. I just 
don’t have the actual breakdown. 

Mr Cleary: Will we be able to get those figures? 

Ms Kardos Burton: Yes, we’ll certainly look into 
that. 

Mr Cleary: The other thing I want to know: for muni- 
cipalities that are taking over the service, are you going 
to pay for their new computers, software, uniforms, 
telephone systems and things like that? 

Ms Kardos Burton: Our funding template does cover 
some administrative costs, so we’re working through that 
with municipalities. 

Mr Cleary: What percentage? 

Ms Kardos Burton: It’s up to 10%. 

Mr Cleary: What about records and things like that? 
Will they be transferred to the municipality? 

Ms Kardos Burton: Is there anything you’re thinking 
of specifically? 

Mr Cleary: Yes. They want to get access to financial 
records for individual ambulance buses to determine 
which or if any— 

Ms Kardos Burton: Certainly any information that 
the municipality needs to do their job will be transferred 
to them. There are certain protocols that we’re still 
working through with the municipalities in terms of some 
information and we’re doing that now. 

Mrs McLeod: Just to follow up on my colleague’s 
questions, why would there be any ambulance services 
being run by other than the upper-tier municipality 
organization or, in the north, the DSSABs? 

Ms Kardos Burton: We went through a process in 
terms of designation, and it was whoever— 
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Mrs McLeod: I know the northern situation ex- 
tremely well. I didn’t think it would be a problem in the 
south as it is in the north, but apparently you’re going to 
have the same problems in some of the southern areas. 
It’s tough enough with ambulance service to try and 
figure out who’s going to be responsible for what portion 
of this cost when you’re crossing municipal boundaries, 
as the DSSABs do in the north. If you’ve got a non- 
upper-tier municipality anywhere, including in southern 
Ontario, that’s trying to administer a service that crosses 
municipal boundaries, how the heck are you going to 
figure out who pays what portion of it? 

Ms Kardos Burton: Municipalities can come to 
agreements among themselves. 

Mrs McLeod: Not lower-tier municipalities. If a 
lower-tier municipality is running it, they can’t charge it 
to the other municipalities. 

Mr Burns: But the upper tier can. It’s the upper-tier 
municipality’s responsibility to figure out how to do it 
best in their own community, whether they want to do 
it 

Mrs McLeod: Even when they’re not running it, 
Deputy? 

Mr Burns: —whether they want to do it directly or 
whether they want to do it by contract. If they want to do 
it by contact, a potential contractor is another municipal 
entity. 

Mrs McLeod: Are you saying there’s no situation in 
which the upper-tier municipality is not still the con- 
tractor? 

Mr Burns: In the south? 

Mr Bates: Excuse me. I think you may be referring to 
a situation in which a separated city, such as Comwall, 
was selected as the designated delivery agent. Is that 
correct? 

Mr Cleary: Yes. 
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Mr Bates: Of course, in that particular instance they 
would have all the requirements and responsibilities of a 
delivery agent. They were selected through a proposal 
system. If the upper tier and the separated city both 
wished to operate the ambulance service, the possibility 
was that either one could do it, and a selection process 
was put in place. In the instance of Cornwall, Cornwall’s 
proposal was selected and they were named as a 
designated delivery agent for the provision of ambulance 
service. 

Mrs McLeod: And they will now levy charges against 
the upper-tier municipality? 

Mr Bates: Adjoining upper-tier municipalities? Yes. 

Mr Burns: Just on the language, I don’t think they’re 
levying a charge; they’re contracting to provide the 
service in that particular piece of geography. 

Mrs McLeod: All right. We’ll come back to that later. 

The Chair: You’ ve got a minute and a half left. 

Mrs McLeod: Given the fact that there are no stand- 
ards, that there is no agreement on what 50-50 cost- 
sharing is, that municipalities are opting, on their own, to 
put additional resources in, there is a municipal charge 





that’s going to be levied in some way, and it is going to 
be difficult to know who does what. 

Just to touch on air ambulance before I use up my 
time, the fact that air ambulance systems are not in 
compliance, according to the auditor’s report, 44% of the 
time with a dedicated air ambulance is a tremendous 
concern. It was shocking. I don’t understand that. I don’t 
understand why the preferred air ambulance system is in 
the air within the 10 minutes 68% of the time and the 
dedicated air ambulance is not. We understand that no 
data has been collected that can explain that. Do you 
have any sense of why the air ambulance is not in 
compliance with the standard that has been set? 

Ms Kardos Burton: I’d like to introduce Fred Rusk, 
who’s our manager of air ambulance for the province. 

Mr Fred Rusk: I can answer that very simply. The 
standards that were in place are the reaction-time 
standards for all air ambulances. 

Mrs McLeod: How quickly they’re in the air? 

Mr Rusk: That’s correct. We’ve had discussions with 
the air operators, and in fact we’ve revised the standard. 
Because of the number of issues that can come before 
them, the biggest one being weather, the next largest one 
being approval from air traffic control to depart and 
whether they have to wait for additional equipment or 
medical teams, we’ ve discussed with them the change in 
the standard. The change is this: the reaction time for 
them now is from the time they receive the request from 
the call and the captain accepts that request—because, as 
you can appreciate, the captain must be fully cognizant of 
the weather situations for them to depart. ’'m sure you 
can appreciate— 

Mrs McLeod: I’m sorry to interrupt, but my time’s 
up. It’s not a question of the change in standards, because 
there are differences. Weather is one that affects both the 
preferred and dedicated air ambulances equally. 

Mr Rusk: But here’s what we’ve done. Instead of 
being in the air, we’ve said it’s to be ready to receive air 
traffic control clearance. For the dedicated program, it’s 
10 minutes— 

Mrs McLeod: But they’re not in compliance. 

Mr Rusk: The new compliance has just been put into 
place. 

The Chair: OK. We’ll have to leave it at that. Ms 
Martel. 

Ms Shelley Martel (Nickel Belt): I’d like to go back 
and begin with the dispatch response times. I want to be 
clear in terms of the change of having the regulation 
taken out of the Ambulance Act, now to be incorporated 
in individual performance agreements. You said, and I 
want to be clear, that the ministry is still going to have a 
single provincial standard and that same standard will be 
incorporated in each individual agreement. 

Mr Bates: That’s correct. 

Ms Martel: And the standard is unchanged or 
changed as of the time of the audit? 

Mr Bates: At this point in time, it is unchanged, but 
of course it is subject to discussion with the standards 
committee that has been established. 
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Ms Martel: But even if there is a change, it will be a 
consistent change incorporated into each agreement? 

Mr Bates: Yes. 

Ms Martel: OK. Tell me, if a decision is made by the 
ministry to allow dispatch to be carried out not only by 
Toronto but by other communities, are you going to be 
similarly funding those dispatch centres in terms of the 
additional resources that you outlined in the audit that 
would be required? Is there a commitment that if there is 
a download of dispatch centres, provincial money will 
flow for extra resources, training, technical staff etc? 

Mr Burns: We’re going through this process step by 
step. So the first thing is to determine what people think 
the next standard regime should be and then what the 
next dispatch and response-time regime should be. Then, 
at that point, we will look at whether we’ve got resource 
questions or not. If we do, we will of course address 
them. But we’ve got a fair amount of discussion to go 
through before we get to that point. 

Ms Martel: But you’ve already indicated in your 
response to the auditor that there are resource questions, 
because you’ve outlined in your response that consider- 
able extra resources, including training and technical 
staff, will be implemented in each dispatch centre to 
assist with standard compliance. So that’s a problem 
now, correct? You know you need additional resources 
right now. 

Mr Burns: The activities that are related to the exist- 
ing base program of course include training, recruitment, 
ensuring that we’ve got the right kind of service delivery 
mechanisms in place, and we continue to look at all those 
things, because we’re still responsible for managing the 
service. 

Ms Martel: I was looking at the word “extra” spe- 
cifically, deputy, to assume that there had been some 
additional costs that had been identified that you were 
going to cover. 

Ms Kardos Burton: Yes, we have made a commit- 
ment to provide additional resources on dispatch. 

Ms Martel: But at this time, because you don’t know 
if a new governance model will be adopted, you can’t 
comment on whether or not you would also provide the 
extra resources to municipalities if they took over 
dispatch. 

Mr Burns: If they’re required at the end of the day, 
the province will do what we need to do to make sure the 
system is funded. I’m simply not predicting what the 
final outcome will be of all the discussions. 

Ms Martel: The auditor commented that although the 
ministry was aware that dispatch time requirements were 
not being met, there was very little corrective action that 
was going to be taken. What are you going to do to 
ensure in the new performance standards that you’re 
going to implement with dispatch centres that that’s 
going to be corrected? 

Mr Bates: There are going to be what we call oper- 
ational reviews conducted on a regular basis with dis- 
patch centres. There are seven of them scheduled for the 
forthcoming year. The operational review, for your 


information, is a review that is conducted by peers within 
the ambulance system. With respect to dispatch, a team 
composed of maybe another dispatch manager, dis- 
patchers themselves from other centres and perhaps a 
dispatch training officer would go into a dispatch centre 
and, according to a format that has been developed, 
review the dispatch centre from top to bottom and be able 
to determine whether or not they’re meeting the require- 
ments of the performance agreement and providing the 
type of dispatch service that is required. 

Ms Martel: I understand that seven are scheduled in 
2001. That would leave you with about 10 or 11. That 
wouldn’t happen on an annual basis; is that correct? Is 
there a similar smaller process that’s going to be imple- 
mented in the other dispatch centres? 

Mr Bates: You are correct in that there are 19 central 
ambulance communications centres, and yes, as far as 
random inspections go, if that’s what you’re referring to, 
we will have random inspections. We’ll have a special- 
ized inspector who will be looking at dispatch centres, as 
we have specialized inspectors for land ambulance 
service and air ambulance service. 

Ms Martel: Do you know when you’ll have the 
specialized inspector in place? Because the auditor 
finished his work in about February or March of 2000, so 
we’ re— 

Mr Bates: I can’t tell you precisely, because they’re 
in the process of being hired, if you will; there’s a hiring 
process that’s ongoing. That may take two to three 
months. 

Ms Martel: Have the random inspections begun, and 
are they more regular in terms of occurrence or frequency 
than what the auditor noted during the course of the 
audit? 

Mr Bates: They will be, that’s correct. 

Ms Martel: When will that start? 

Mr Bates: As soon as these particular people are 
hired. 

Ms Martel: Is it one single inspector? 

Mr Bates: No. As I mentioned, it’s a specialized per- 
son, someone who knows exactly what takes place and 
can go through a tape. Because in doing an investigation 
or an inspection of a dispatch centre, a considerable 
amount of technical knowledge is required. You must be 
able to go through the tapes, because every conversation, 
every dialogue in a dispatch centre is taped. A specialist 
type of approach is required. However, all inspectors and 
investigators will be taking part in this. 

Ms Martel: Let me ask you a question about ambul- 
ance response time. The auditor had recommended a 
review of current response times. The ministry’s re- 
sponse was that they had conducted a comprehensive 
review of response times and you were sharing that data 
with municipalities. I’m assuming this was done after the 
auditor finished his work. Would that be correct? 

Ms Kardos Burton: In terms of the comprehensive 
review, last spring the way we shared the data with 
municipalities was by way of a CD-ROM and all muni- 
cipalities got the data. It was May-June, last spring, that 
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they got the data. We sent out the information and then 
our regional offices actually met with municipalities to 
talk to them in terms of interpreting that data because 
people needed some time to actually work through it and 
review the data. 
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Ms Martel: Did the auditor have a look at this 
comprehensive review? Because it would certainly have 
fallen under their investigation of ambulance response 
times. 

Mr Bates: The information was available, but I don’t 
know if the auditor specifically did or not. 

Mr Nick Mishchenko: The statistics were available, 
but at the time we did our audit, there had been no review 
of those statistics. The information, I believe, had been 
shared with the municipalities and the operators, but I 
don’t believe there was any what I would call review of 
that. 

Ms Martel: Review by your office? 

Mr Mishchenko: We were aware of the statistics— 
that’s how we know that over 60% of the operators did 
not meet standards—but there was no review, that we’re 
aware of, of that information and any action taken by the 
ministry at the time that we did our audit. 

Ms Martel: So are you suggesting that the ministry 
response doesn’t really reply to your recommendation? 
Page 169. 

Mr Brad Clark (Stoney Creek): What is meant by 
“review”? 

Mr Mishchenko: I think it would be more appropriate 
to ask the ministry what they meant by “review.” We’re 
not sure, because that was the response to our—we’ re not 
sure what they mean by “review.” 

Interjection. 

The Chair: Mr Clark, your turn will come. 

Mr Erik Peters: Are you referring to the sentence 
where “The ministry and municipalities will jointly 
review ...”’? That was the future tense. 

Ms Martel: The next paragraph. 

The Chair: What page are we on? 

Ms Martel: Page 169. Let me just try and be helpful. 
The recommendation from the auditor with respect to 
what you found on ambulance times, which is that they 
were being met, was to “review current response time 
requirements for reasonableness and consistency and, 
where necessary, make adjustments; and take appropriate 

. action.” The ministry’s response was that they “will 
jointly review standards.” The next paragraph talks about 
“a comprehensive review of response times and is now 
providing municipalities with access.” This is the min- 
istry’s response to your recommendation, and I’m still 
trying to figure out if it was an appropriate response. 

Mr Peters: It is appropriate because of the word 
“now,” because the response was framed after we did the 
audit. So as a result—the way the process works is that 
we make our recommendations and the ministry then 
responds. The ministry very clearly has responded that 
they’re “now”—which means probably in the summer of 
2000-“providing” this information to the municipalities. 


Ms Martel: So your concern was that the data be 
provided to the municipalities? 

Mr Peters: That’s right. 

Ms Martel: And in terms of that being provided to the 
municipalities at this point, are there any other changes, 
either positive or negative, in terms of response times 
that have been identified? Or is the information already 
contained in what the auditor had reviewed? 

Ms Kardos Burton: I think I mentioned in my earlier 
comments that response times do change. The informa- 
tion that we gave out was in approximately May or June, 
confirming the time, but we are working with muni- 
cipalities on an ongoing basis in terms of response times. 

Ms Martel: Is this something that can be tabled with 
the committee? 

Ms Kardos Burton: I can look into that. I’d certainly 
be happy to look into that. 

Ms Martel: That would be helpful. 

In terms of your ongoing dialogue with municipalities, 
I’m assuming it has to do with how they are going to deal 
with inadequate response times where those exist in 
individual communities. Is that correct? 

Mr Bates: If I could refer you back to page 168 of the 
auditor’s report, which I think is an interesting aspect that 
the auditor points out, it’s the third paragraph down and it 
states, “In December 1999, the LAISC”—that’s the land 
ambulance implementation steering committee—“stated 
that 1996 response times might not be the ideal standard. 
Its costing subcommittee also noted that service and 
response times in similar jurisdictions were uneven 
across the province. For example, one municipality was 
concerned that its 1996 response times were 50% longer 
than those of a similar-sized jurisdiction.” 

That’s one of the things that the land ambulance 
implementation steering committee is looking at. I think 
it’s a relevant part of response times. How do you meas- 
ure response times? What is the ideal way? Because there 
are conflicting opinions as to how you should do it. For 
instance, one might say it should be measured in terms of 
rural areas, urban areas and suburban areas, or something 
along those lines. That’s the sort of dialogue we are 
involved in and expect to be more involved in with the 
standards subcommittee in the future. 

Ms Martel: All right, but if the ministry and the 
auditor have already identified that the 1996 standard, 
whether or not it’s appropriate, is not being met in many 
communities, and you have this committee that’s now 
trying to determine what other standard might be more 
appropriate, I have a serious concern about what we’re 
going to finally arrive at and what is the cost to muni- 
cipalities to take us there or to get themselves there. 

Ms Kardos Burton: [| think there are two points to 
that. In terms of the committee and what we’re looking 
at, we’re initially looking at the plans of municipalities in 
terms of how they would meet response time, because 
you’ re right, that is the current standard. 

Ms Martel: For 1996. 

Ms Kardos Burton: Right. However, the committee 
has also identified that in the future, and because we’re 
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partners in this, we would look at whether in fact the 
standard that’s in place now will be the standard for the 
future. So the first part of the task is not just response 
time, but part of the task of the committee is to look at 
what are the plans to meet them. 

Ms Martel: Have you given a commitment to the 
municipalities that if the standards change—first, there 
are many not meeting the 1996—and if there’s a second 
change around a different standard, there will also be 
funding arrangements established with them and costs to 
be picked up? 

Ms Kardos Burton: We’ve committed to 50% of 
mutually agreed-upon standards. 

Ms Martel: Can you give me a clear idea with respect 
to the template of what the costs are which are covered? 

Ms Kardos Burton: Yes. The costs in the funding 
template are varied in terms of what they are, but the first 
one is vehicle purchases. It’s purchase of replacement 
vehicles that would meet the legislated standards; 
administrative vehicles which would be of a similar type. 
So vehicle purchase is the first one. 

I won’t go through the whole details. I think you just 
want the highlights. The items are: the operation, main- 
tenance and repair of vehicles; patient care equipment 
and supply purchases repair and maintenance; paramedic 
staffing—just on the paramedic staffing, what the 
template says is that it’s the same type and hours of para- 
medic staff in place at the time of assumption—para- 
medic training; administrative costs; severance; taxes; 
insurance; WSIB; any ER, which is new experimental 
experience rating assessments; ambulance stations; inter- 
facility transfers; base hospital costs; and first response 
teams. 

Ms Martel: Can I go back to your staffing? You said 
as it was— 

The Chair: Excuse me, is that template a public 
document? Can it be tabled with the committee? It is? 
OK, fine. Thank you. Sorry. 

Ms Martel: Can I go back to the staffing, the 50% as 
of the time of assumption? If it’s clear that the 
municipalities were already not meeting the 1996 stand- 
ard and that had to do with staffing, why wouldn’t the 
ministry be covering the cost to at least get them to the 
standard? Shouldn’t that have been a responsibility of the 
ministry before the service was downloaded? 

Ms Kardos Burton: To meet the response time? 
Some have said that. 

Ms Martel: Can I ask why the ministry wouldn’t do 
that? I think more than some have said that. In my own 
community, the mayor has just come forward saying that 
he needs $4 million to do this properly. 

Mr Burns: First, just to recall, we’re doing this in 
three steps: the present situation; then we’re dealing with 
the standards review; and the dispatch arrangements in 
the future. It’s not surprising that people on the other side 
of the discussion would like as much resource as they 
could get to support the program, so we have a bit of that 
kind of debate going on. What we’ve agreed, among 
ourselves, to do for now is to deal with our existing base 


operations, because the answer to the question that 
you’ ve just raised means answering some other questions 
before you could really get to the full answer. 

Ms Martel: I would have assumed, though, that it 
would have just been a question of equity or a question of 
principles. If you’re going to download something on to 
municipalities, they should be up to the current provincial 
standard, and we know many are not. The auditor 
identified that. 

We’ ve got a situation where, I think, not a few com- 
munities but probably many are not in that position. 
That’s why I'd like to see the individual data as per 
municipality and what additional costs the municipalities 
going to have to bear to bring them up to a standard that 
should have been in place before the service was 
downloaded. 
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Ms Kardos Burton: As we’ve already said, I think 
it’s important to focus on what we are doing in terms of 
the future. We’ve got a commitment to work with the 
municipalities on the standards and see what the plans 
are. There are a number of ways one can look at how you 
can reduce response time and the mechanisms to do that. 
We’ve got a commitment that the municipalities, through 
this standards committee, are prepared to do that. 

Ms Martel: I’m going to assume it was a political 
decision and not yours, so we’ll leave it there. 

Let me ask what municipalities are left to be signed—I 
missed that. You have 18 upper-tier that have and about 
31 or so that have to signed? 

Ms Kardos Burton: There are 31. 

Ms Martel: OK. I’d like to ask you about the redirect 
and critical care bypass. The auditor made it clear that the 
ministry would have to analyze the impact of redirect and 
critical care bypass on ambulance services, and the 
ministry’s response was to talk about the 10-point plan 
the minister implemented at the end of 1999. 

I want to know how comfortable you are feeling with 
respect to the 1999 plan, in terms of its being effective or 
not to deal with the critical care bypass problems in the 
Toronto ambulance service. 

Ms Kardos Burton: I’d like to introduce Allison 
Stuart, the director of our hospital programs, who will 
address that. 

Ms Allison Stuart: In terms of RDC/CCB and the 
comments in the auditor’s report about it, they were 
based on information made available in the 1997 report 
of the OHA region 3 working group. Since that time, the 
OHA and the ministry have worked very closely in terms 
of the recommendations. The minister immediately 
indicated her commitment to responding to all the 
recommendations that applied to the ministry and put 
around $225 million into the system. 

Since that time, additional funds have been put in that 
assisted the hospitals. There was around a $90-million 
infusion in 1998 and an additional infusion of $97 
million to fast-track the redevelopment of 56 emergency 
departments. There was $187 million put into alternate 
funding arrangements for emergency physicians. There 
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was $23 million put in to fund the 10-point plan that was 
specific to the Toronto and near GTA area. 

Then more recently, in the summer of 2000, the 
emergency services strategy was announced, which 
included $46 million for 463 new permanent beds in 
Toronto and 210 transitional beds in the GTA, and $16.8 
million to add 450 additional flex-beds across the 
province, 100 new discharge planner positions across the 
province and six new emergency co-ordination positions, 
so that there would be emergency co-ordinators in each 
of the regions we work with—we have the province 
divided into regions—and of course, the flu vaccination 
campaign. 

Ms Martel: If I might then, why is it, after all that, 
that the OHA released a report in September 2000 where 
they said that GTA emergency rooms on critical care 
bypass or redirect are up 66% from last year? 

We know, if you compare the 1999-2000 statistics for 
the month of August alone, the number of hours that 
hospitals in the GTA were on redirect or critical care 
bypass in 1999 was 3,760, and in 2000 it was 4,861. The 
problem is not getting better. 

Ms Stuart: The issue of pressures in emergency 
departments is really reflective of pressures that are 
experienced throughout the system, and to a certain 
extent the emergency departments become the heat sink 
for this. While there certainly have been major commit- 
ments to improve the system; for example, in terms of 
addition of long-term-care beds, because the acute care 
hospitals have reported—and there’s no question—that 
they have patients who could be better cared for in long- 
term-care settings and would be more comfortable in 
long-term-care settings— 

Ms Martel: But this was just with respect to 
emergency rooms. 

The Chair: We’ll have to leave it at that, Ms Martel. 
Government members? 

Mr Clark: I will be done very quickly, and then my 
colleagues can have an opportunity. The first question 
I’m going to ask is, why would CCBs be declared if a 
hospital wasn’t at capacity? 

Ms Stuart: I can’t speak to the findings of the OHA 
region 3 task force report in 1997. I can say that currently 
when hospitals indicate they are on redirect consideration 
or critical care bypass, it’s because they’ ve exceeded the 
number of electronic monitors that monitor heart rates 
and so on that they have available to use on patients, they 
have exceeded the critical care beds they have available 
in the hospital and don’t have any other beds available to 
serve patients in critical care beds or they don’t have 
enough staff to manage any additional patients. We’re all 
aware that those three issues interplay, one with the 
other, to make for pressures in emergency departments. 

Mr Clark: How was the funding template arrived at? 
The municipalities that were on the LAISC committee sat 
down and had consultations with the government, 
negotiated back and forth and arrived at a funding tem- 
plate that cost the provincial government an additional 
$30 million. Where did the decision on that funding 


template from LAISC go from there? Who ultimately had 
an opportunity to approve this funding template? 

Ms Kardos Burton: Once an agreement was reached 
in terms of where we were moving, any decisions taken 
by the land ambulance implementation steering com- 
mittee—first AMO has to go to its board in terms of 
support, and the province has to go to the government for 
support. 

Mr Clark: So AMO supported the funding template 
and where they are right now. 

In terms of standards and response times, there has 
been a lot of discussion about response times and the fact 
that some municipalities across the province can’t meet 
current response times and that the government wasn’t 
meeting current response times. There has been lots of 
discussion: the auditor has mentioned $100 million, and 
another figure that has been mentioned is $50 million. In 
discussions with the municipalities, if they had the 
money tomorrow, could they meet their response times? 
Hypothetically, if the government were to provide them 
with the money tomorrow, could they meet the response 
times? Better yet, how quickly could they meet the 
response times? 

Mr Bates: I think some changes could be made to 
improve response times. But there is a reality that sets in, 
and that is that significant extra vehicles would be 
required—ambulances require six to 12 to 15 months to 
be constructed—and the number of paramedics that 
would be required would also be substantial. I think it 
would take approximately a year and a half to two years 
before sufficient paramedics from the community 
colleges could be provided for the type of change you’re 
referring to. So there is a time element. 

Mr Clark: Who provided us with the information that 
it would take 12 to 24 months for the municipalities to 
meet the standards, based on their capital needs require- 
ments and personnel requirements? 

Ms Kardos Burton: I think the municipalities also 
raised that issue, in terms of the fact that they recognized 
the human resources and vehicle limitations. 

Mr Clark: So the municipalities actually brought it to 
our attention that even if we were to fund them tomorrow 
and state that they could go ahead and begin meeting the 
1996 standards, it was not physically feasible because 
they would have to order all the ambulances that are 
required and get the personnel trained, and it would take 
12 to 24 months. 
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Ms Kardos Burton: I think I can confidently say that 
the municipalities recognize the time limitations that 
there are. 

Mr Clark: The auditor’s statement in terms of 
“review current response time requirements,” you had 
stated to this committee that the response time in the 
database was provided to the municipalities in April or 
May 1999, or was it 2000? When was that provided? 

Ms Kardos Burton: It was 2000. 

Mr Clark: Was the auditor aware of the database 
being provided to the municipalities? 
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Ms Kardos Burton: Yes, I believe he was. 

Mr Bates: We would have to say he was, but I think 
you’d have to substantiate that from the auditor himself. 

Mr Peters: Our fieldwork was substantially com- 
pleted by March. At that time we were writing the report 
and we were dealing with our recommendations and the 
response thereto. This was provided to us as part of the 
response of that and we discussed the response. 

Mr Clark: You were aware before you wrote the 
document or after you wrote the document? 

Mr Peters: We were aware aS we were writing the 
report that this was happening. The fieldwork was com- 
pleted; we didn’t— 

Mr Clark: But your document is silent on the fact that 
the Ministry of Health was actually in discussions and 
reviewing response times with the municipalities. 

Mr Peters: That was provided to us by the ministry 
and that’s why we asked them to—they did write it into 
our report so it would be made available to the Legis- 
lature, together with our report. 

Mr Clark: Was this report complete when you found 
out that the municipalities and the province were 
currently reviewing, as of March and April, response 
times? There’s no indication anywhere in your document 
under ambulance response times that the municipalities 
and the Ministry of Health were sitting down and review- 
ing the response times and that municipalities indeed had 
been provided with the response times. Your statement is 
simply to review it. They were already doing it. 

Mr Peters: Mr Clark, we have to become clear on the 
word “review.” What we were aware of at that particular 
time was that the ministry had provided raw data to the 
municipalities for a joint assessment between the min- 
istry and the responsibility. That was an ongoing process 
as we were finalizing the report. I would not categorize 
that, from our perspective, as a review at that time. 

Mr Clark: Then you’re going to have to help me out 
here. Could you provide us with a definition of the word 
“review.” 

Mr Peters: A review would be to take a look at the 
data. What we were made aware of was that communi- 
cation had taken place— 

Mr Clark: I’m sorry, you just said a review would be 
to be made aware of the data? 

Mr Peters: No, a review was start—let me count 
back. What we were aware of was that the ministry had 
provided the data. Our recommendation was that the 
review should take place and at the time we wrote our 
report, the review had not taken place. The first step had 
been taken: information had been provided to start a 
review. 

Mr Clark: As I understand it, the LAISC committee 
was already in the process of reviewing the numbers with 
the municipalities. So did you know that or didn’t you 
know that? This is very important to me because it states 
here that you’re stating that we should be reviewing it, 
where in fact the municipalities were already reviewing it 
with the province and it’s not in your document that that 
was underway. 
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Mr Mishchenko: At the time that we completed our 
audit and subsequent discussions with the ministry, we 
were aware that raw data had been provided to the muni- 
cipalities. But at that point in time, to our knowledge, 
there had been no reviews of that. Our recommendation 
specifically states “review current response time require- 
ments for reasonableness and consistency and, where 
necessary, make adjustments.” At that point in time, that 
process had not taken place. I’m not sure where that 
stands today. We understand it is still in process. 

Mr Clark: One last question, over here now. In terms 
of the issue of the response times themselves, the 1996 
standard has been referred to many times: 90 percentile. 
How significant a variance for that ambulance standard 
could that be across the province? 

Mr Bates: I think you can look at some significant— 
depending upon how you define “significant.” But 
certainly, in certain parts of the province that are very 
rural, you can expect that response time will be lengthy, 
versus the more urban areas of the province, where 
response time can be expected to be, for instance, less 
than 10 minutes. 

Mr Clark: Is it not true that the municipalities have 
asked us to consider developing evidence-based stand- 
ards for ambulance response times as well as all the 
standards for ambulance provision of services across the 
province? They want it based on evidence as opposed to 
just grabbing a figure out of the air in 1996 standards. In 
your community, if you had a half-hour response time in 
1996, as long as you meet that 90% of the time, you’re in 
compliance. Isn’t it true that the municipalities want to 
look at a comprehensive review of the standards? 

Mr Bates: That is true. In fact, that is what we 
mentioned previously, I believe, where we drew attention 
to the Provincial Auditor’s report, who did in fact say 
that. So as I understand it, the standards committee has 
looked at it and will be looking extensively at that 
particular aspect of response-time standards. 

Mr Clark: So it’s the government’s commitment to 
get municipalities to the 1996 standards while they’re 
also negotiating with them in terms of looking at 
evidence-based standard models? 

Mr Bates: I believe that is the case, yes. 

Mr John Hastings (Etobicoke North): Thank you 
very much, folks, for coming in today. What Id like to 
revisit is the Ambulance Act and the rationale for re- 
examining it back in 1996 and prior to that. I guess I’d 
divide the time-frames: “régime ancien,” “régime nouv- 
eau”. Roughly how long have you been involved, Mr 
Bates, in this whole area of emergency health care? 

Mr Bates: I don’t like to admit it, but 18 years. 

Mr Hastings: OK. Would it be true that in the 1990s, 
in the 1980s, in the 1970s, in the 1960s, even before your 
time, there probably are records over at MOH that would 
indicate there were redirects in Metropolitan Toronto? 

Mr Bates: Yes. 

Mr Hastings: Back 20 years ago? 

Mr Bates: I’m not sure if there are records, but I 
would have to say you’re probably correct. 
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Mr Hastings: It was a concept that was around, if you 
looked in different reference libraries, looked at hospital 
records, that sort of thing? 

Mr Bates: As I understand, the concept came about in 
the 1980s, when there was a question of creating an 
emergency health services system, which is what we 
have at the present time. That is, ambulance services 
were basically ambulance services remote in the past and 
the idea was to put it together as an emergency health 
system including the hospital system, of course, so 
bringing all the aspects of emergency health together. 
That was the impetus that took place in the 1980s, and 
the Ambulance Act recognized that and the operational 
methodologies that were taken into place recognized that. 
The types of vehicles recognized that. The central 
ambulance communication centres recognized that. All of 
the emergency health system was geared toward that, 
making it in fact a total system. 

Mr Hastings: Would it be safe to assume that there 
were inquests back in the 1980s regarding redirects and 
the whole situation that we’ve seen out of the most recent 
Fleuelling inquest? 

Mr Bates: Well, I can certainly tell you there were 
inquests. I don’t know if the inquests were specifically 
related to redirect at that particular point in time, but 
certainly the ambulance system was in effect then, and 
you might expect that similar types of circumstances took 
place, I think. 

Mr Hastings: My point to all these questions is that 
there is an underlying thesis around here that somehow 
the old system, the old centralized, top-down manage- 
ment that was certainly pretty evident when I talked to 
people who were the private ambulance service pro- 
viders, needed a little bit of improvement in terms of how 
they were treated, in terms of how the overheads were 
dealt with, in terms of their professionalism—everything. 
In other words, the point is that our members opposite 
consistently point out that the old Ambulance Act and 
everything about it was simply fantastic. There were no 
problems, hardly, just maybe a little more money, and 
there was no problem with the way it was centralized, the 
way everybody was dealt with in those days. You were 
there. 
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Mr Bates: I was there, yes. It doesn’t matter which 
era, there are difficulties; there’s no question about it. 

If you’re trying to say, and I don’t know, that the 
Ambulance Act as it changed in the last few years has 
made significant changes, I think I would have to say that 
from a quality-based standard, the Ambulance Act now 
contains some very significant assurances, such as the 
certification process, such as the standards which we 
have here. 

I would have to say to you that, from a quality view- 
point, the Ambulance Act is much more geared toward 
maintenance and the continuation of the quality of 
ambulance provision. 

Mr Hastings: Do you believe we’re on the right road 
in terms of the improvements made through amendments 


to the Ambulance Act, in terms of a different service 
delivery methodology, when we get all these issues 
worked out in the next two or three years? 

Mr Bates: That’s a difficult question to answer at this 
particular point in time. 

Mr Hastings: OK, thank you. 

The Chair: We have three minutes left. Mrs Munro? 

Mrs Julia Munro (York North): Much of our dis- 
cussion has centred obviously around the question of 
standards and the maintenance of standards. I have two 
quick questions. Could you give us an idea today how 
many private ambulance operators there are in the 
province? 

Mr Bates: I believe—and you can’t hold me to 
specifics, if you don’t mind, because there are still some 
private ambulance operators now in effect that as of the 
official transfer date of January 1 will change. I believe 
there will be in the vicinity of 20 to 25 private ambulance 
operators, depending upon how you define it. 

There will be contractors such as hospitals which 
could also be considered to be semi-privates, if you will, 
because they’re now in a private enterprise type of effort. 
When you have a contract with a municipality, you have 
to adhere to that and it’s the same type of contract that a 
private enterprise or any other operator would have to 
adhere to. If you were to count those, then probably there 
will be 35 contract-type operators in the province as of 
January 1. 

Mrs Munro: But I think we could probably describe 
even those examples you’ve provided as public sector in 
the sense that yes, they may be contracted but they 
would, if they were associated with hospitals obviously, 
be viewed that way. 

That leads me to my second question, because 
obviously the whole issue of paramedic training and the 
support that’s provided becomes very important. I just 
wondered what the government’s role is or has been in 
that area as well with paramedic training. 

Mr Bates: In the past, the government has been totally 
immersed in paramedic training and has been the 
principal enterprise, if you will, with respect to ensuring 
that training is done. 

There are two types of training basically. There is 
continuing medical education and then there is, of course, 
initial training. Initial training of paramedics has taken 
place through the community college system. We work 
very closely with the community college system and 
when an individual graduates from a community college, 
he or she must pass a provincial certification examination 
that emergency health services set. 

There are also organizations that provide advanced 
paramedic training above and beyond community 
college. The Michener Institute, for instance, has pro- 
vided that in the past several years, that we have paid for 
as part of the Ontario Pre-Hospital Advanced Life 
Support study, which is a very important study when it 
comes to paramedic training. It is designed to look at the 
effectiveness of advanced paramedic skills. It’s a seven- 
year study. We’re now in the fifth year. We expect to 
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have, of course, the resolution within the next two years. 
It looks at advanced paramedics and tiered response 
provisions in 20 communities across the province and is 
going to determine, as I say, the effectiveness of para- 
medic acts such as defibrillation, intubation and so on. 

Continuing medical education, on the other hand, is 
something that is provided as well. There are three types 
of paramedics: primary-care, advanced-care and critical- 
care paramedics. Now, depending on the level—there’s 
more complex education and training required for a 
critical-care paramedic than there is for a primary-care 
paramedic. It varies anywhere from 16 hours a year for 
primary care to 96 hours a year for the advanced-care 
paramedic. That is ongoing. We have been providing that 
type of training through the base hospitals and through 
our training officers in the province. That will continue, 
although municipalities will become more involved as 
they assume responsibility for the training aspects of 
paramedics in the future. 

The Chair: OK, sir, we’ll have to leave it at that for 
now. We’re already over the 20 minutes that was allowed 
to each caucus. 

Before we break, there are just a couple of comments 
that Mr Peters wanted to make, and then I want your 
direction with respect to the subcommittee’s report. 

Mr Peters: My comments are largely aimed to help 
the researcher who has to write a report on this to get 
some clarification of the record. 

The emergency services working group final report: I 
believe it may have been in the record that it’s 1997; I 
think it was April 1998. Can I have confirmation of that? 
Is that correct? 

Mr Burns: Yes. 

Mr Peters: Also, the date of the emergency care 10- 
point plan: I think the press announcement, at least that 
we have, was dated December 20, 1999. 

Mr Burns: Yes. 

Mr Peters: I’11 make everybody confused. 

The last one is regarding the review. There was an 
agreement between the ministry and ourselves at the time 
we wrote the report. The exact wording was, “The min- 
istry and municipalities will jointly review the stand- 
ards.” So it was future tense at that particular time. 

The last point is that we did report on problems in the 
ambulance area in 1996, when we brought to the legis- 
lators’ attention quite a number of problems. It was not a 
perfect system. 

The very last point is that I would really like to appre- 
ciate and put on the record the amount of work that was 


committed to be done by the ministry and the update that 
they have provided. 
The Chair: Thank you very much. 


SUBCOMMITTEE REPORT 


The Chair: We have the subcommittee report. It 
basically suggests that the committee meet next Decem- 
ber 21 to continue with the emergency health services. Is 
this what you wish to do at that point in time? 

Mrs McLeod: I don’t have a problem if the 
committee wants to reconvene next Thursday, but I’m 
just wondering, given the January 1 date, is the com- 
mittee meeting in January? Would we be able to discuss 
this in January? 

The Chair: No. The committee will not be meeting, 
subject to the House leaders’ approval, until the last week 
of February, first week of March. 

Would somebody like to move the subcommittee 
report? Julia, would you like to move it? 

Mrs Munro: Sure. I move that the committee meet on 
Thursday, December 21, 2000, to continue with Section 
3.09 (Emergency Health Services) of the special report of 
the Provincial Auditor if required or to receive a briefing 
by the Provincial Auditor on the general audit process 
and the 2000 Annual Report of the Provincial Auditor. 

The Chair: OK. So what’s the wish of the committee? 

Ms Martel: I’d like us to continue with the Ministry 
of Health next week. 

The Chair: Is there agreement on that? There’s 
general agreement on that, then. OK, good. 

Mrs McLeod: Does that mean that we proceed to the 
emergency health services, then, or to the health 
recommendations throughout the auditor’s report? 

Ms Martel: The auditor’s report. 

The Chair: To the auditor’s report, the emergency 
health services, because that was agreed to by the com- 
mittee beforehand. So, we’ll continue with that next 
week. Is there a need for an in-camera briefing at 10 
o’clock? If not, we’ll start with that at 10 o’clock, and 
hopefully we can finish it next week. 

If times permits, there was also something handed out 
with respect to the proposed amendments to the Audit 
Act that Mr Patten asked for at the last meeting. There is 
some information here that we may want to discuss either 
at the end of next week to see what we want to do with 
that or when we get back together in February. Agreed? 
Agreed. 

Meeting adjourned. 

The committee adjourned at 1200. 
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The committee met at 1007 in room 228. 

The Chair (Mr John Gerretsen): I’d like to start the 
meeting right now, please, so we can deal with some 
preliminary matters before the deputy comes in. Ms 
McLeod, you had a matter you wanted to raise at this 
stage? 

Mrs Lyn McLeod (Thunder Bay-Atikokan): Yes, I 
do, Mr Chairman; thank you very much. I’ll raise it very 
briefly, because obviously when the Ministry of Health 
comes in we’ll want to move immediately to the 
emergency services issue. I would like to place a motion 
before the committee to ask the Provincial Auditor if he 
would investigate the cost-effectiveness, value for 
money, of the decision by Cancer Care Ontario to have 
the after-hours clinic provided through a private clinic as 
opposed to doing it in-house, if that motion would be in 
order. Shall I put it in writing? 

Clerk of the Committee (Ms Tonia Grannum): 
Please. 

The Chair: Any discussion? Mr Sampson, welcome 
to our committee. 

Mr Rob Sampson (Mississauga Centre): Thank you, 
Mr Gerretsen. It’s always a pleasure to be under your 
tutelage. 

I’m sorry, Mrs McLeod; you wanted to table a resolu- 
tion? 

Mrs McLeod: I’m just writing it now, Mr Sampson. 
I’m not intending to surprise the committee with it, but it 
just follows out of the questions that are being raised 
about the decision that Cancer Care Ontario has made to 
deal with the re-referral program by offering after-hours 
radiation treatment in a clinic that is privately run, as 
opposed to offering it in-house. I was going to put 
forward a motion asking the Provincial Auditor simply to 
investigate the value-for-money aspects of that decision. 

Mr Sampson: I don’t know that that’s a resolution 
that would be in order for this particular committee. I 
don’t how this committee can direct or not direct the 
responsibilities of the auditor in that particular instance 
or any other instance. 

Mrs McLeod: I believe it is in order. The auditor can 
investigate issues at his own initiative, but he can also 
investigate at the request of the assembly, which would 
be triggered by a motion of the committee; that is my 
understanding. 

The Chair: I understand it’s in order as well. 


Mr Sampson: Does Mrs McLeod have the motion in 
writing here? 

Mrs McLeod: I’m just doing that. 

Mr Sampson: What’s the formality? What’s the 
process for your committee, Mr Chair? I’m sorry, I 
should have briefed myself on that. 

The Chair: She’s putting in writing right now. 
Perhaps we can discuss it at that time. 

Mr Sampson: Why don’t we wait on discussion till 
we see the document on the table. 

The Chair: OK. 

Ms Shelley Martel (Nickel Belt): I’m going to agree 
to the motion, but if you want to hold further debate until 
afterwards, then I’1l make my comments at that time. 

The Chair: Here they are. Welcome. We’ll stand 
down the motion until it’s presented. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF HEALTH 

AND LONG-TERM CARE 


Consideration of section 3.09, emergency health 
services. 

The Chair: Welcome to the deputy and the other 
members from the Ministry of Health as we continue our 
hearing on the special report of the Provincial Auditor 
dealing with emergency health services. We started the 
hearings into this matter in December, and this a con- 
tinuation of the hearings. The last time we left off, we 
finished with the government caucus, so the questioning 
will start with the Liberal caucus. I propose that we 
question for 20 minutes and we can see how many 
rounds you want to take for the questioning. 

Mrs McLeod, would you like to start it off? 

Mrs McLeod: Thank you very much, Mr Chairman. 
The first area I would like to pursue is where we left off 
in December in terms of the transfer of responsibility for 
ambulance services with the 50-50 cost-sharing to the 
municipalities. 

The first question I would have is, as of our last get- 
together in December, there were some 31 outstanding 
contracts to be signed. I understand those were all signed 
by January, but I’m wondering if you could tell me 
something about the process that went into finalizing 31 
contracts in the last two weeks of the year and what 
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happened with those contracts in terms of the nature of 
the successful bidders. 

Mr Daniel Burns: I’m going to ask the ministry staff 
who are with us to give the substantive answer that’s 
called for by the question. 

The Chair: Perhaps you could identify yourself when 
you start speaking so Hansard can pick it up. Good 
morning. 

Ms Mary Kardos Burton: Good morning. I’m Mary 
Kardos Burton. I’m the executive director of health care 
programs for the Ministry of Health and Long-Term 
Care. 

Yes, last time we were talking about the transfer and it 
was just a few weeks. I’m actually very pleased to report 
that the transfer went very smoothly. The contracts are 
signed. We have agreements with all of the upper-tier 
municipalities, the designated delivery agents. 

In terms of the transfer, it was one of those things 
where we were imagining, “Is this Y2K?” or whatever, 
but it did go very smoothly. The municipalities are 
pleased with the level of support they’ve received from 
the province. We’ve transferred all of the vehicles. 
We’ ve transferred the equipment. I think everything has 
been taken care of as it should have been, so we’re very 
pleased with the outcome from the first transfer. 

Mrs McLeod: Can you give us some understanding of 
the nature of the contracts that have been signed? Are 
they primarily with private sector ambulance providers? 
Are they with hospitals? Are they with municipal 
providers? How many of the former providers are still 
providing versus an actual transfer to new providers in 
those areas? 

Ms Kardos Burton: We do have that information. 
Malcolm Bates, the director of the branch, will give that 
to you. 

Mr Malcolm Bates: There are now in the land 
ambulance system 22 private operators, 22 hospitals, 25 
directly operated municipal services, two boards and 
seven volunteer services. 

Mrs McLeod: Do you have any sense of comparison 
to what existed before in terms of that same breakdown, 
excluding the 10 run by the ministry? 

Mr Bates: Yes. Of course, the 10 run by the ministry 
were divested, as you’re aware. There were approxi- 
mately 65 privates, 67 or 68 hospitals—and again, you’ll 
have to forgive me; I don’t have the specific, exact 
numbers, but these are about that—somewhere in the 
vicinity of 13 or 14 volunteer services and about the 
same number of municipal. Municipals are primarily 
volunteers outside of Toronto, as you can imagine. 

Mrs McLeod: Thank you. As we looked at the 
auditor’s report last fall, and we were looking at a num- 
ber of aspects of the costs of divestment and the 50-50 
cost-sharing arrangement being assumed by the muni- 
cipalities, the costs that were in the auditor’s report 
included—I believe this was an estimated cost at the 
time—$25 million in compensation to operators for the 
loss of their businesses, an estimated $15 million for the 
breaking of leases, an estimated $24 million in severance, 


and then there were also estimated annual cost increases 
to bring the services up to the 1996 response time. So the 
first part of my question around the cost of the divest- 
ment is the one-time costs that have been experienced. 
Do you have final costs now on amounts paid to oper- 
ators, severance costs and lease-breaking costs? 

Ms Kardos Burton: We do have final costs on some 
of that, but not with us right now. We do have costs on 
what was paid. 

Mrs McLeod: Can you provide those figures to the 
committee? If they can, Mr Chair, can that be provided to 
the committee if the committee is no longer sitting on 
this issue? 

Ms Kardos Burton: I just want to be clear: we don’t 
have all the costs, but whatever costs we do have, we can 
provide. 

Mrs McLeod: Is that because the reports have not 
come in? I assume that in signing contracts, all the 
severance costs were part of the signed contracts. 

Ms Kardos Burton: We would have the severance 
costs. It’s the leases. On some of the leases we don’t have 
the costs yet. They’re not finalized. They’re still in pro- 
gress. 

Mrs McLeod: In terms of the ongoing cost of the 
contract? 

Ms Kardos Burton: Yes. 

Mrs McLeod: You would have the one-time costs of 
divestment, though, in terms of severance? 

Ms Kardos Burton: In compensation. 

Mr Bates: In compensation, yes. 

Mrs McLeod: If we could get those figures, I would 
appreciate it, please. 

The second cost area is the area you may not have 
figures for, and that’s the annual cost increases. In the 
auditor’s report—and I think that reflected a consulting 
report that was done for the ministry—there was an 
indication that it would take $40 million annually to 
bring municipal providers up to the response times and 
another $53 million—and again, that was in relation to 
meeting the current standards. I’m not sure if Mr Peters 
wants to clarify the $40 million and the $53 million, but 
at that time there was a total of $93 million in estimated 
annual cost increases as a result of the divestment if the 
1996 response times were to be met. 

Do you have figures now, based on your contracts? 
I’m assuming that all the contracts were based on the 
1996 standards being met. Is that a fair assumption? 

Mr Bates: Maybe I can help out here. At this time, 
we’re in the process of working with each municipality 
with respect to developing its budgetary costs for this 
particular fiscal year. I think you are aware that a tem- 
plate was jointly developed through the land ambulance 
implementation steering committee as a tool to be used 
by the municipalities and the ministry. That template has 
been formulated, agreed upon and circulated to all 
municipalities. Those municipalities are currently at the 
stage of developing their budgetary costs at this par- 
ticular time. 
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Mrs McLeod: I was aware of that. We had all of that 
information, and we have the template before us. My 
assumption was—and please tell me if it’s wrong—that 
that was the template that was guiding the contract 
discussions each of the municipalities was entering into 
and that the contracts that have all now been signed 
successfully are based on the template and therefore 
based on the pre-service level. 

Are you telling me, then, that there’s no assurance, 
that the pre-service levels and the inequities that existed 
at that point in time have not been addressed yet by 
moving to the 1996 standard? 

Ms Kardos Burton: We’ll try again. There are two 
issues in terms of costing. The template is for additional 
costs that municipalities have incurred just by the mere 
fact that the deliverer of service has changed. I think we 
talked about the fact that they are for things like fuel 
costs, liability costs, insurance costs, tax costs etc. 

Mrs McLeod: And the operating of the service at pre- 
assumption levels? 

Ms Kardos Burton: That’s right. The principle was 
that municipalities will be getting today’s cost at what- 
ever it was at the time. So if you had a certain number of 
vehicles prior to taking over, that’s the template. So that 
is an increased cost for delivery of service that we’ve 
agreed on in terms of what are the approved costs. 

The response time: I think we have indicated there 
were preliminary estimates for response time, but as 
Malcolm Bates said, we are going through a process with 
the municipalities. The response times still need to be 
met, if that’s what your real question is. 
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Mrs McLeod: So the costs that are in place now 
would be essentially the pre-divestment costs and then 
the one-time cost of assuming the service. 

Ms Kardos Burton: Right. 

Mrs McLeod: That takes me, then, to the template. I 
think you may have begun to answer some of my out- 
standing questions, and those are around the meeting of 
the 1996 standard and, as well, moving beyond that to 
deal with some of the concerns that the municipalities 
have been raising. I guess what you’re telling me is you 
have not reached an agreement with the municipalities 
about how to meet the 1996 standard, let alone how to 
respond to their concerns for, for example, going beyond 
that to have advanced life support paramedics on every 
crew. 

Ms Kardos Burton: We’ve reached agreement with 
the municipalities in putting a process in place in terms 
of the committee. That standards committee has been in 
place. We’ve met approximately every three weeks since 
November. Two parliamentary assistants were supporting 
that committee. The regional chair of Durham chairs that 
committee. There’s a commitment in terms of municipal 
staff as well as our staff to meet. What we’ve agreed to is 
that each municipality will be putting forward a plan of 
how they are prepared to meet response time standards. 
We’re anticipating that by late spring or early summer 
we’ ll have a projection of those plans. 
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Mrs McLeod: As part of your work with the muni- 
cipalities, you had indicated in your response to the 
auditor’s report that you were doing a comprehensive 
review of response times and that you would be pro- 
viding the municipalities with the data from the compre- 
hensive review about current response times. I assume 
that review is completed and you know what current 
response times are. Is that information which you could 
share? 

Ms Kardos Burton: Municipalities have all the re- 
sponse time information and they know what response 
times are. 

Mrs McLeod: Is that data that you can now share 
with the committee, since that review is completed? 

Ms Kardos Burton: Yes. 

Mrs McLeod: Thank you. Mr Chair, I would appre- 
ciate that data being tabled and circulated to committee 
members. Is that still outstanding? 

Ms Martel: Yes. 

Mrs McLeod: I know we raised this issue as well, the 
Fleuelling inquest, which recommended that the response 
times be improved, and that also the training of the 
paramedics be improved so that there was advanced life 
support paramedic training for ambulance crew members. 
Is that something which the ministry is—what I hear you 
saying right now is that we’re still $100 million short of 
meeting the 1996 standard. We’ve got a budget coming 
up. We’re dealing with an area which is really critical in 
terms of life and death, and that’s why it was the subject 
of an inquest report, as well as the focus of the auditor’s 
concerns. We have an inquest report that says we should 
be expanding the service to have advanced life support 
paramedics. I guess my question is, is the ministry 
focusing solely on getting up to a 1996 response time and 
putting the ministry’s share of that in, which would be 
about $50 million, or are you dealing with the muni- 
cipalities in terms of the need to go beyond that? Because 
the 1996 response times are already considered by an 
inquest report to be inadequate. 

Ms Kardos Burton: Through the standards com- 
mittee, our goal was to go beyond that. We decided to 
say that the first task for us was to try to address the 1996 
response times but move beyond that. I think there’s a 
common view that the standard that’s in place is not the 
standard one would have, and you would devise a 
standard in a different way. So we agreed that we would 
deal with this and then move on in terms of what the 
standard should be and work in partnership with the 
municipalities to do that. 

Mrs McLeod: Is it still a fact that some of the muni- 
cipalities, in the contracts they’ve signed, have volun- 
tarily gone beyond the 1996 response times and they’re 
paying 100% of those costs? 

Ms Kardos Burton: Yes. Some municipalities or 
councils have taken decisions that, regardless of what the 
province is paying, they will work on their own toward 
the standards, and are paying 100% dollars for that. 

Mrs McLeod: I assume that in your discussions with 
them, paying 50% of what they considered to be a 
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reasonable standard is something the ministry is looking 
at very seriously. 

Ms Kardos Burton: I think the commitment we’ ve 
always made is that, through the standards committee, if 
we devise new standards, we will pay 50% of mutually 
agreed to standards. The province will pay that. 

Mrs McLeod: Do I have any more time? 

The Chair: You have approximately five minutes left. 

Mrs McLeod: I wanted to ask about the air ambul- 
ance. I’m probably going to come back to the broader 
emergency services, but I do want to make sure I get a 
question about air ambulance in. Of course one of the 
issues of concern with the air ambulance that is outside 
the auditor’s report—and I think it probably occurred 
while we were discussing the auditor’s report and the 
concern the auditor had about there not being dispatch 
aims and the fact that the air ambulance was not in the air 
in a prompt way—is the privatization of the paramedics 
who work for the air ambulance system. I wonder if you 
could tell us what the status of that privatization is. 

Ms Kardos Burton: I'd like to introduce Fred Rusk, 
who’s the manager for air ambulance. I think it’s im- 
portant that he also give you some context in terms of 
how the air ambulance system operates today. 

Mrs McLeod: I appreciate that, but we did get all of 
the background on how the air ambulance service works. 
We know that it is privatized except for the employment 
of the paramedics. The issue is, we’ve seen the RFP 
that’s gone out for the ministry to divest as the employer 
of the paramedics and to privatize the employment of the 
paramedics. So I don’t think we need a primer on that. I 
just want to know what the status is of this next stage. 

Ms Kardos Burton: That’s fair. I was concerned that 
there was some misapprehension about that. That’s fine. 

Mrs McLeod: No, nor has there been from the time 
we started raising these questions. 

Mr Fred Rusk: Fred Rusk. I’m the manager of the air 
ambulance program for the province. 

The RFP closed on December 5. We’re still currently 
in the evaluation process of the bids. Once we have the 
evaluation completed it will go to Management Board for 
a decision. Is there anything in particular that— 

Mrs McLeod: So the decision for Management Board 
is on the acceptance of one bid over another bid? 

Mr Rusk: No, it’s based on the recommendation of 
the evaluation committee. 

Mrs McLeod: Right, but the decision is no longer, if 
it ever was, as to whether to privatize the service; the 
decision is on who will provide it. 

Mr Rusk: That decision hasn’t been made. The 
privatization decision has not been made. 

Mrs McLeod: What will the grounds be for deciding, 
do you think? I’m assuming, if you’ve gone through a 
request for proposal process and you’re receiving the 
bids, that there is some serious intent to divest of the 
employment of the paramedics. 

Mr Rusk: Yes. We’ve asked the prospective bidders 
to bid two ways: one with the inclusion of paramedical 
staff along with the aviation staff and the aircraft, and to 
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bid the other way, with the exclusion of the paramedical 
staff. 

Mrs McLeod: So you’re looking for a cost compari- 
son between a bid that would include the paramedics 
being hired by the private company, and part of your 
decision is which is the least costly? 

Ms Kardos Burton: I think a number of factors have 
to be taken into consideration when you’re assessing 
those. Cost may be one of them, but service delivery, 
ease of operation, a number of others. 

Mr Rusk: New, improved aircraft and new, improved 
medical equipment. There are a lot of things that add up 
in the response to the RFPs. 

Mrs McLeod: Can you explain to me why in the 
request for proposal there was a period allowed of waiv- 
ing having fully trained critical care paramedics on the 
air ambulance flights, I think a period of six months? 

Mr Rusk: We wanted to give everybody the same 
opportunity, not only the incumbents but any new com- 
panies that wanted to bid, and to have critical care medics 
available to work on the aircraft has a considerable 
training period involved. We currently have, right at this 
moment, about 30 students in a critical care program here 
in Toronto planning for the new contract, because we’re 
going to be expanding the new program. As well, we 
have people who are leaving or have left and we have 
positions to fill. 

Mrs McLeod: I don’t understand this, in all honesty. 
I’m from northern Ontario so I know how essential it is 
to have critical care paramedics in attendance on any 
emergency flight that goes out of northern Ontario, or in 
those cases where the flights are in the south. I can’t 
conceive of any way in which you are not risking 
patients’ lives by having any transition period in which 
you do not have critical care paramedics. It would seem 
to me that if you cannot even contemplate the divestment 
of the employment of the paramedics without having this 
six-month period to give people a fair chance, that you 
don’t want to give the private sector a fair chance when 
the consequence is six months without critical care 
paramedics on the flights. 

1030 

Mr Rusk: No, it’s the expansion of the program. The 
additional six months will allow them to start off with 
one critical care flight paramedic and one advanced care 
paramedic. There is a difference in the skills; however, 
we wouldn’t allow any patient to be cared for with less 
than what’s required. If we needed a third person, we 
would have a doctor or a nurse or a respiratory tech- 
nologist accompany those people. 

Mrs McLeod: But I’m not sure that is what your 
request for proposal says. So are we dealing with the 
realities of the request for proposal, which is the basis on 
which you’re going to be receiving bids, or are we 
dealing with the good intent of the ministry? I’m really 
concerned about how this transition period is going to 
take place. 

Mr Rusk: I can’t jump to the end of the story right at 
the moment but our intent is to have as many critical care 
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flight paramedics as possible on the aircraft at the change 
of contract on October 1, 2001. Our plans for the training 
program are to train these people so that we do have the 
number of paramedics we need on the air program. With 
the addition of these 25 paramedics, that will give us a 
full complement. We didn’t know, going into the RFP— 
as I mentioned before, we wanted to give everyone an 
equal opportunity and not just have the incumbents have 
an edge. 

Mrs McLeod: But the incumbent in this case is the 
government. 

The Chair: This is the last question. 

Mrs McLeod: Your request for proposal says very 
clearly that there can be a transitional period in which 
you don’t have to have two critical care paramedics on 
every flight, and you’ve explained why you’ve put that 
in, but your RFP also says you can fly with no para- 
medics at all for just $150 less for the service. That’s in 
the RFP. How can I not come to the conclusion that it’s 
possible in this divestment process, for at least a period 
of time, that for a relatively minimal cost, if you can’t 
find the paramedics, you’re allowed to fly without them? 
That’s the bottom line in the request for proposal. 

Mr Rusk: The reason we put that in there, and I know 
it’s been raised, was to deal with the reality. There are 
days when we have folks who don’t make it in because of 
weather, they are ill, or whatever, and it allows us— 
because we’re the provider of the paramedics right now. 
As managers of those paramedics, we were able to bring 
in backfill people. When we transfer it over to the private 
sector, they have to have the same opportunity. What we 
were allowing them to do was, if there was a call and 
there was one paramedic available and the other one was 
either late or sick or injured or whatever, we could dis- 
patch the airplane on the call with the appropriate people 
on board other than a paramedic. 

Mrs McLeod: I just would argue that you don’t have 
to give the private sector an opportunity if it puts 
people’s lives at risk. 

Ms Martel: Let me follow up on this. Are you telling 
the committee that on air ambulance flights nght now 
you let air ambulances go without paramedics on board? 

Mr Rusk: No, we don’t. 

Ms Martel: Right now, the standard is that there have 
to be two critical care paramedics on board when a 
patient is on board. That’s the standard now. 

Mr Rusk: That’s the standard. 

Ms Martel: That’s what you live by right now. 

Mr Rusk: That’s what we do. 

Ms Martel: Clearly, what you are saying in this 
RFP—and the government members should get a copy of 
this—is that because you’re divesting, because someone 
has decided it’s a better idea to privatize this service, 
you're going to let these operators in the air with fewer 
than two critical care attendants. Is that correct? 

Mr Rusk: We would only allow it if the care required 
for the patient would need either a physician or a neo- 
natal transport team or an RT. We will take the resources 
that we have to have on board to look after the patient. 
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Ms Martel: Do you do it now? 

Mr Rusk: Yes. 

Ms Martel: I just asked you that question and you 
told me no. I said, “Do you allow flights to go” — 

Mr Rusk: Our standard is to have two paramedics on 
board, but there are times where we can’t have two para- 
medics on board, one because there are only four 
positions in the back of the helicopter ambulance, if you 
will, with two stretchers. So if we have a three-member 
neonatal team, one paramedic has to get out: one has to 
stay on board for the safety of the rest of the crew, and 
they assist the neonatal team. Truly, there are times that 
if someone is ill and we’re short for an hour or two and 
there’s a call that comes in, we would not want to delay 
the response to that call because we didn’t have two. We 
will put somebody on board, whether it be a doctor or a 
nurse, along with that paramedic to look after the patient. 

Ms Martel: Two things: I ask that you table before 
the committee those periods of time—you can do it in the 
last year—where you flew with fewer than the two 
critical care paramedics. The second point Id raise in 
that regard is if you can provide that information to this 
committee. There is nothing in the RFP, and I have it in 
front of me, that says the private operator is obligated, if 
there is a need, to fly with a critical care nurse or a 
physician or anyone else. That’s not outlined in this at 
all. It says very clearly that during the first six months of 
service they can operate with two critical care flight 
paramedics, or one and one advanced care. 

Mr Rusk: We put that there to address that reality. 
We wouldn’t allow a patient on board any of our air 
ambulances not to have the appropriate care. 

Ms Martel: If you look at section 7.2, which im- 
mediately follows the section I just referenced—let me 
tead it to you. It says: 

“7.2. Reduced flight paramedic staffing: at any time 
during the term of service, the air operator shall have the 
right to request the ministry, where necessary for oper- 
ational reasons, for consent to staff each staffed aircraft 
with: 

“(a) one flight paramedic, in which case if the ministry 
grants its consent to this request, the ministry shall 
reduce the service fee by $75 per hour or part thereof that 
a flight paramedic is absent; or 

“(b) zero flight paramedics, in which case, if the 
ministry grants its consent to this request, the ministry 
shall reduce the service fee by $150 per hour or part 
thereof that the flight paramedics are absent.” 

I'm sorry but I read this as your giving the operator 
the right to fly without the paramedics, provided they pay 
a penalty. I mean, how else do I read this? 

Mr Rusk: Certainly we had to address the reality of 
folks who couldn’t show up for work. That’s the only 
reason that’s in there. The intent is not to fly airplanes or 
helicopters without paramedics in the back; it was to 
address the reality and put the financial penalty on them 
for the cost of the paramedic. 

Ms Martel: Let me ask this: does the government 
service now fly critically ill patients in northern Ontario 
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without even one critical care attendant? Do you do that 
now? 

Mr Rusk: No. 

Ms Martel: OK, so why are you going to allow the 
private sector to do that? You clearly are, and the worst 
part is that there’s not even a six-month time limit on it. 
There’s no time limit for that second provision. 

Mr Rusk: I can only tell you it was put in there to 
address that reality. 

Ms Martel: What reality? You don’t allow it to 
happen now. You’re the provider right now and the 
paramedics are paid 100% by the province. They are 
public sector employees. You’re telling this committee 
that right now you would not let one of those aircraft off 
the ground without having at least one paramedic. Is that 
correct? 

Mr Rusk: To be precise, only if we were to staff the 
backup aircraft with pilots and crew, except paramedics, 
if we had to transport blood or human tissue. 

Ms Martel: This section doesn’t make any reference 
to blood or human tissue or organs, right? 

Mr Rusk: I don’t quite— 

Ms Martel: It doesn’t say you can fly without para- 
medics in the case that you are flying blood or organs. 

Mr Rusk: We’re in control of the dispatch of the 
aircraft and we can send them anywhere in the province 
for whatever reason: to transport patients, to transport 
human tissue, to transport blood. 

Ms Martel: In the case of human tissue, I might see a 
reason why you wouldn’t- need two critical care para- 
medics. In the case of someone having a heart attack in 
the back of that plane, I’m sorry, but I can see no reason 
for the ministry to allow a private sector company to fly 
with a patient in the back without two critical care para- 
medics, without even one, as long as they pay a penalty. 
You’re compromising patient care. 

Mr Rusk: I don’t think I’m compromising patient 
care if I replace those people with critical care nurses or 
doctors or respiratory technologists in assistance with the 
single paramedic who’s on board. 

Ms Martel: If I might, Mr Rusk, there’s nothing in the 
RFP that puts an obligation on the operator to put any of 
those people on board. I just read into the record the 
section that says clearly they don’t have to have one or 
even any critical care paramedics where right now 
they’re supposed to have two. There is no reference here 
for them having an obligation to have someone else on 
there either. So what guarantee do we have, after this 
thing starts up in April 2002, I believe it is, that we’re not 
going to have people who are critically ill in the back of 
plane without critical care paramedics? What guarantee 
do we have that that’s not going to happen? 

Mr Rusk: I can’t guarantee that somebody is not 
going to get ill but I can guarantee that we’ve got 25 
people in the training program to fill all the vacant spots. 
We’re doing our utmost to ensure that that happens, and 
there are times when we take neonatal teams or pediatric 
teams that fill in and support the critical paramedics, and 
we’ ll continue to do that. 
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Ms Martel: Mr Rusk, if the government understood 
that there was a possibility that critically ill people would 
be flown and there would be no critical care paramedics, 
why would the government ever have made the ridicul- 
ous decision to privatize this service? You don’t allow 
this to happen right now with your own public servants 
but you’re going to let it happen when the private sector 
runs it. Why was the decision made to go down this 
road? 

Mr Rusk: The decision hasn’t been made. 

Ms Martel: What do you mean, the decision hasn’t 
been made? All 36 of those people had to make a choice 
already. They made their choice back in October. 

Mr Rusk: We had to do that to comply with the 
collective agreements. 

Ms Martel: So are you telling us that one of the 
proposals that Management Board is going to review is 
the Ministry of Health’s continuing to pay to have public 
servants on these planes? Is that one of the options that’s 
before Management Board, or is going to be before 
Management Board? 

Mr Rusk: That’s correct. 

Ms Martel: If that’s one of the options, can you tell 
me why you would have gone down the road to even put 
an RFP out to the private sector, if the government is 
seriously—and I underline the word “seriously’”—con- 
sidering maintaining this service? Why would you go 
down the road to invite proposals to privatize? 

Mr Rusk: Let me try to frame it this way for you: the 
air ambulance program in its entirety, the aviation side, is 
run 100% by the private sector. 

Ms Martel: We know that. 

Mr Rusk: Seventy-five per cent or better provide the 
paramedical staff currently. We’re only talking about 45 
other positions out of about 220. 

Ms Martel: Yes, so we’re talking about the people 
who have the most advanced medical knowledge. 

Mr Rusk: That’s correct. 

Ms Martel: The critical care people; they are the top 
of the line in terms of providing care. 

Mr Rusk: That’s correct. The private sector is oper- 
ating it now. We haven’t had any issues that have come 
up like what you’re saying. We wouldn’t send an aircraft 
out. We’ve got other alternatives; we have other aircraft. 

Ms Martel: But you’re going to let the private sector 
send an aircraft out. That’s the point I’m trying to make. 

Mr Rusk: I’m sorry? 

Ms Martel: You’re going to let the private sector send 
an aircraft out with people who are seriously ill. That’s 
what this RFP says. 

Mr Rusk: We had to have that in the contract to allow 
for that reality. 

Ms Martel: Let me ask you this: if the government 
had maintained the service, would you allow it to 
happen? Would you allow an aircraft to take off right 
now without at least one critical care paramedic in the 
back? 

Mr Rusk: Would we allow that? 
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Ms Martel: Yes. 

Mr Rusk: No, we wouldn’t, unless all the other air- 
craft were busy and all the paramedics were tied up. Then 
we would send an aircraft that was complete with a cabin 
medical attendant in the back for a pediatric team or a 
neonatal team. 

Ms Martel: Can you tell the committee how many 
times that particular circumstance might arise? 

Mr Rusk: What, neonatal transport teams? On a daily 
basis. 

Ms Martel: No, when there’s no advanced critical 
care paramedic on a flight. 

Mr Rusk: Maybe two or three times a year, but not 
with a patient on board. Is that what you mean? 

Ms Martel: Yes, with a patient on board. 

Mr Rusk: OK. No, never. 

Ms Martel: So you must be seeing what I’m trying to 
say here: right now, the government operates the service. 
I think it’s an excellent service. I think these people 
deserve to remain public servants. But a political decision 
was Clearly made to divest. You wouldn’t be going down 
the road inviting RFPs if that wasn’t the clear intent. As a 
result of going down that road and having this operated 
in the private sector, ie, those people being employed in 
the private sector, the government is now going to allow 
the possibility where a private sector employer does not 
have to have either one or two critical care paramedics in 
the back of that airplane. That’s a pretty significant 
change from how the government operates the service 
now. 

Mr Rusk: But it won’t happen that way. The history 
of this is that it has never happened that way. 

Ms Martel: Yes, but you’re the ones operating the 
service now in terms of critical care paramedics. 

Mr Rusk: We still dispatch the service and we’re still 
managing the service. The reality is that if the operator 
for some reason started flying without paramedics in the 
back—it just wouldn’t happen. 

Ms Martel: Why? All they have to do is pay you a 
$75 fee per hour to get rid of one and they pay you a 
$150 fee per hour to get rid of two. 

Mr Rusk: That would be the instant penalty, but they 
would be in default of the contract if they didn’t provide 
what we were hiring them for. 

Ms Martel: But wait a minute. How are they in 
default of the contract? The RFP clearly states that they 
have the opportunity to do that. All they have to do is pay 
you a fee. How are they going to be in default of the 
contract? 

Mr Rusk: They wouldn’t be able to meet the transport 
requirements of moving patients around this province if 
they constantly had no paramedics or only one paramedic 
in the back. The standard is two. We had to put the 
penalty in there in case there was a fault in the fact that 
they couldn’t provide it. That’s why we put it in there, to 
deal with the reality of it. The idea of the air ambulance 
program is to transport patients, not to not transport 
patients. 


Ms Martel: I understand that. The problem I have is 
the contradiction between what would happen if these 
people remain public servants and what’s going to 
happen as the service is privatized. You wouldn’t let an 
aircraft in the air without making sure you had at least 
one critical care paramedic on board, right? 

Mr Rusk: And don’t forget we have— 

Ms Martel: But you’re going to let it happen because 
the private sector takes it over, and I assume the reason is 
that you’re losing all of those 36 or 35 paramedics you 
have now and you won’t be able to staff up the service. 
Isn’t that the problem? 

Mr Rusk: No, it’s not. The paramedical staff are quite 
anxious to hear what the results of the contract are. These 
people will be hired. If the government decides to divest, 
these people who are already trained as critical care 
paramedics, because of their level of training, will be 
hired by the contractors who take it over. 

Ms Martel: Can I ask how many have left the service 
at this point? 

Mr Rusk: One person has left since the RFP and that 
person is working for us part-time. He has pursued a 
different career, but he remains working part-time for 
us—one person. 

Ms Martel: What is the government’s proposal that 
will be tabled with Management Board to maintain this 
service? Would it be at the same level of paramedics that 
you have now and the same rate of pay? 

Mr Rusk: I can’t tell you what the bids coming in are 
but what I can tell you is that it’s the same number of 
paramedics with the same number of aircraft. In fact, 
we’re increasing the number of staffed aircraft, so there 
will be a requirement for an increased number of 
paramedics. That’s the idea of the critical care training 
program that’s currently ongoing. 

Ms Martel: Let me ask you this question: if you 
assume that the same number of paramedics who work 
with you now will transfer to the private sector, then why 
would you put in a clause that would allow the operator 
to operate at less? You don’t do it now with that staff 
complement, right? You’ve just told this committee that 
you assume those people are all going to go work for the 
private operator. Why would you put in a clause to allow 
that to happen? 

Mr Rusk: To allow for the reality of someone calling 
in sick, on the rarity that it happens. When we’re down- 
staffed in the sense where we have a reduction in the 
number of paramedics we have—it’s an ebb and a flow 
to the number of people that we have, because we 
constantly have to train to replace these people—it would 
be ludicrous for me, who is running the program, not to 
take into account the reality of somebody not coming to 
work one day. So we had to put it into the contract to 
ensure that there was a method that we weren’t paying 
for something we weren’t getting. 

Ms Martel: Let me just back up. I want to be really 
clear. You’ve told this committee that at least one critical 
care paramedic has to be on these flights. 

Mr Rusk: That’s right. 
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Ms Martel: That’s what you operate under right now. 

Mr Rusk: That’s right. 

Ms Martel: Even when someone is sick, even when 
whatever else happens, you take it upon yourself to 
guarantee that that plane doesn’t take off, doesn’t get off 
the ground unless you have at least one critical care. 

Mr Rusk: That’s right. 

Ms Martel: OK. That’s the reality mght now that 
you’re telling the committee you experience, right? But 
your proposal allows the private sector to operate without 
two. I don’t understand the difference in the— 

Mr Rusk: Did you say “without’’? 

Ms Martel: Yes, zero flight paramedics, in which 
case they pay a $150 fee. You just said to the committee 
the reality is that right now you ensure that at least one 
has to be on board. Why wouldn’t you make that same 
provision even when this is turned over to the private 
sector if that’s the reality? 

Mr Rusk: I would ensure that only one would be on 
board if it was out on a flight, but if they couldn’t provide 
two or one or none, the aircraft doesn’t fly and I’m not 
paying for the paramedics, and that’s why it’s there. 

Ms Martel: No, no, Mr Rusk, you’re missing my 
point here. You’ve told the committee a couple of times 
that right now if you’ve got a critically ill patient in the 
back of an air ambulance, you would guarantee that 
there’d be at least one critical care paramedic on that 
flight. You would guarantee that right now? 

Mr Rusk: That’s absolutely right. 

Ms Martel: Every day, every flight? 

Mr Rusk: Every flight. 

Ms Martel: No matter where. 

Mr Rusk: Along with whatever—there’s another 
thing that has to play into this, and that’s the base hospi- 
tal program. 

Ms Martel: No, no. 

Mr Rusk: I have to tell you this— 

Ms Martel: Quickly. 

Mr Rusk: —because the base hospital program is the 
medical control for the program. The physician in charge 
of that flight, of that patient, would not allow certain 
procedures to be done unless there were either two 
critical care paramedics or a critical care paramedic and a 
resident, an RT or another physician or a critical nurse on 
board. So the care for the patient would not be compro- 
mised, and that’s paramount. The care is paramount. 

1050 

Ms Martel: I agree. So what I’m asking is, why is the 
government not prepared to apply the same standard that 
you operate under now for this very important service to 
the private sector? Why are you not prepared to apply the 
same standard? Because you are not. If you allow the 
private sector to pay a penalty and fly without two 
critical care paramedics on board, you’re not applying the 
same standard as you operate under now. Correct? 

Mr Rusk: Well, I don’t get penalized if our medics 
don’t show up. 

Ms Martel: It’s not the money that worries me. It’s 
the live body in the back helping the person who is sick, 
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right? I don’t care about the penalty so much as I want to 
make sure there is someone there who is supposed to be 
doing their job to help someone who is dying in the back. 

Mr Rusk: The standards won’t change. It’s just the 
financial penalty we operate— 

Ms Martel: Of course they do. The standards do. 
Right now, you will always have one critical care 
paramedic on board, right? 

Ms Kardos Burton: There are certain— 

Ms Martel: Always. 

Ms Kardos Burton: Right now— 

Ms Martel: Right? 

The Chair: Let the witness answer, please. Go ahead. 

Ms Kardos Burton: There are only certain circum- 
stances where one paramedic is on board. We’ve talked 
about some of them, but I’1l just repeat them. 

The air-based hospital has deemed it medically appro- 
priate to send one paramedic to provide for the patient. 
That’s the point in terms of where the air-based hospital 
says that. 

The second reason would be that the flight paramedic 
is accompanied by a neonatal transport team to care for 
the patient. If that was the case, that’s a circumstance 
where you would allow for one. 

The third is that the flight paramedic is accompanied 
by a medical team: a doctor, nurse or respiratory tech- 
nologist to care for the patient. 

Air ambulances are permitted to fly with no para- 
medics on board only for the emergency transport of 
blood or human organs and tissues. 

Ms Martel: Stop right there. The only time you allow 
that plane to go is if there is not a person in back who is 
critically ill, right? 

Mr Rusk: Correct. 

Ms Martel: OK. I’m saying that this RFP allows you 
to operate without one or any critical care paramedic on 
board when there is a patient in the back, right? 

Mr Rusk: No. 

Ms Martel: Yes. You’re darn right. Read the RFP. 
There is nothing in there that says they can only do that if 
they’re transporting blood. Nowhere does it say that. 

Mr Rusk: The standards— 

The Chair: Let him answer and then we’re on to the 
government side. 

Mr Rusk: The standards of care are outside the RFP. 
There is no change in the standard of care. There is no 
change in that standard of care. 

Ms Martel: Of course there is. 

Mr Rusk: No, there isn’t. 

Ms Martel: Here’s the section right here: 7.2, reduced 
flight paramedic staffing. 

Mr Rusk: That’s taken—the word is in the RFP; it’s 
in the contract of the RFP. I’m sorry that I’m not answer- 
ing your question the way you want me to answer it, but 
the fact of the matter is it was put in there for the reality 
of what I’ve mentioned before. The standards are the 
same. We will not— 

Ms Martel: Mr Rusk, I go back to my original ques- 
tion. 

The Chair: It’s the last question. 
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Ms Martel: Can you guarantee to Mrs McLeod and 
me that under the section that I just quoted, which clearly 
says they can operate without any—and it doesn’t make 
any reference to only carrying blood or tissue—that when 
this is privatized, we’re not going to find ourselves in a 
situation where a critically ill patient is being transported 
somewhere in the north without either one or two critical 
care paramedics on that flight? Can you guarantee to us 
that that is not going to happen? 

Mr Rusk: I can guarantee you that that will not 
happen. 

The Chair: Thank you. Now to the government side. 

Mr Sampson: Not to beat a dead horse, but on the 
theme of Ms Martel’s questioning, what were you read- 
ing when you were reading the list of things that would 
cause you to dispatch a plane without two critical care 
paramedics? What were you reading from? Was it a 
standard of some sort? 

Let me ask the question another way. Is there some 
sort of ministry standard or guideline or policy that says 
you don’t let a plane go without the appropriate staff 
“unless these things happen,” or maybe it’s written some 
other way? 

Mr Rusk: That’s correct. That’s the standard. 

Mr Sampson: There is a standard written some- 
where? You can actually get a piece of paper or a policy 
manual of some sort within the Ministry of Health that 
would establish this. Is that correct? 

Mr Rusk: All I can tell you is this is the standard that 
we go by. 

Mr Sampson: So there is some operating standard, 
whether it’s encoded in the form of a document or 
standard practice that you’ve lived up to in the past and 
that you are currently using as a guideline that says yea 
or nay on the dispatch of a plane, because you are 
involved in dispatching of planes now. Is that correct? 

Mr Rusk: That’s correct. All I was going to tell you is 
that the standards of medical care for the patients are set 
by the physicians and the medical base hospital that 
controls the medical care of the patient. 

Mr Sampson: Right. So somebody has set these 
standards and you are then dispatching, currently, based 
upon these standards. 

Mr Rusk: Yes, that’s correct. 

Mr Sampson: If there is a new world and there is a 
private operator involved in the delivery of the service, 
are they rewriting these standards? Are they doing the 
dispatching? 

Mr Rusk: No. 

Mr Sampson: So tell me then, if you can—and as I 
understand the questioning from Ms Martel, she actually 
read from the RFP. I’d be interested to see the contract, 
because that would govern the true partnership relation- 
ship between the private operator and the government. 

Ms Martel: I’d be interested in seeing the contract 
too. 

Mr Rusk: There’s a template. 

Mr Sampson: So under that relationship, who is re- 
sponsible for dispatching the plane, saying that this 
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plane, or whatever the aircraft is, can or cannot take off? 
Who is responsible for that? 

Mr Rusk: The Ministry of Health. 

Mr Sampson: And what guidelines will you use to 
determine whether that plane should take off or not? Are 
they any different from the ones you’re using now? 

Mr Rusk: No, they will not be. 

Mr Sampson: Is there any reason to believe they 
would be any different from what you’re using now? 

Mr Rusk: Not to my knowledge, no. 

Mr Sampson: Does the contract imply, say to the 
private operator, you’ve got to listen to the dispatcher, 
that you just can’t dispatch a plane on your own? 

Mr Rusk: Absolutely. 

Mr Sampson: Is there anything to believe that what 
you’re currently doing as it relates to dispatching an 
aircraft and the number and the type and the qualifica- 
tions of the people on board would be any different in a 
world where it’s a private operator provider or the world 
we have now? 

Mr Rusk: No, there would be no difference. 

Mr Sampson: I just want to go back to some numbers 
that were talked about before; we were talking about 
ambulance service providers. Pre-1995, I think you gave 
us some numbers as to how many were doing what. I 
can’t remember what it was; I’ve got the numbers. Right 
now we have 25 private operators, 25 hospitals, 25 muni- 
cipalities and seven volunteers, give or take a few. 

Mr Bates: We have 22 private operators, 28 hospi- 
tals— 

Mr Sampson: Twenty-eight hospitals? 

Mr Bates: Yes. There are 25 municipalities, two 
boards and seven volunteer services. 

Mr Sampson: I forgot the boards. How could I 
possibly forget the boards? In 1995, what was that break- 
down? Were those the numbers— 

Mr Bates: Yes, those were similar numbers to what I 
gave Mrs McLeod, something in the vicinity of 65 priv- 
ates, 68 hospitals or thereabouts— 

Mr Sampson: So in 1995 you had 65 private pro- 
viders and now you have 22? 

Mr Bates: Yes. 

Mr Sampson: How many hospital providers did you 
have in 1995? 

Mr Bates: Somewhere in the vicinity of 67 or 68. 

Mr Sampson: And the municipalities were what? 

Mr Bates: The municipalities were about 13 or 14. 

Mr Sampson: And the volunteers and boards were 
about the same, were they? 

Mr Bates: About the same, yes. 

Mr Sampson: So there’s actually been a decline in 
the number of private providers in ambulance services in 
this province since 1995. 

Mr Bates: That is correct, yes. 

Mr Sampson: A decline? 

Mr Bates: A decline. 

Mr Sampson: Not an increase; a decline. 

Mr Bates: A decline. 
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Ms Martel: How many communities were amalgam- 
ated? 

Mr Sampson: I’m just trying to establish the facts. 

The contracts that are written with these private 
operators and municipal providers, in 1995—because 
there were private operators and municipal providers— 
were there service standards in Ontario, which I gather is 
measured by the amount of time it takes to get to a call? 

Mr Bates: There were standards, yes, but now, as a 
result of a change in the act, quality assurance—as we 
mentioned last time, the act has been changed to more 
quality-based and there are many more standards that 
have been put into place. 

Mr Sampson: Because those standards weren’t terri- 
bly consistent across the province. I’m putting words in 
your mouth. Was that the case in 1995? 

Mr Bates: No, they were consistent in 1995. They 
will be consistent as far as standards now, but there are 
more standards in place at this particular point in time. 
1100 

Mr Sampson: So this is somehow an attempt to im- 
prove the quality of service of ambulance services across 
the province? 

Mr Bates: I believe that the quality of ambulance 
service with respect to standards—that’s correct, the 
quality of ambulance service should be improved as a 
result of the increased number of standards and the 
monitoring by the ministry and the local input by the 
municipalities. 

Mr Sampson: Is the land ambulance implementation 
steering committee going to be charged with some 
responsibility to review these standards and the ability of 
individual providers, whether they be private or public, to 
actually meet or exceed those standards? Who’s going to 
be measuring success or failure in that area? 

Mr Bates: The land ambulance implementation steer- 
ing committee has a standards subcommittee. That stand- 
ards subcommittee will be and has been reviewing 
standards for ambulance services across the province— 
these standards across the province, not individual 
standards for individual operators; they don’t exist. It’s a 
standard for ambulance services throughout the province. 
Any change that is anticipated with a municipality, or 
whatever group would like to see it occur, would go 
through that standards committee. But in order for a 
standard to be changed, it would require the approval of a 
standards committee of which the ministry is a part, and 
our municipal representatives as well. 

Mr Sampson: Did I hear from some previous ques- 
tion that there were some providers who were actually 
interested in exceeding these standards? 

Ms Kardos Burton: What you heard was that the 
municipal councils in some cases have chosen to pay for 
costs to move out toward the response time. 

Mr Sampson: “We’d like to do better; we’re prepared 
to pay.” So some people are actually interested in ex- 
ceeding those standards—municipal providers. 

Ms Kardos Burton: It’s municipal services, and 
they’re interested in paying to move to get to a response 
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time faster. Increase their response times: that’s what 
their goal is. 

Mr Sampson: To your knowledge, has that happened 
in the past? Was anybody kind of interested in exceeding 
standards in the past, or is this somewhat of a new— 

Mr Bates: It was a consistent approach in the past 
throughout the province. These standards were followed 
by everyone in the province in the past. 

Mr John Hastings (Etobicoke North): I’d like to go 
back to the question of standards and the encouragement 
of the myth that I see so often in this public accounts 
committee that whenever any government, including this 
one, subscribes to changing the mode of delivery, some- 
how or other there is a greater susceptibility to an in- 
crease in putting people at risk, whether it be in this 
situation or when MTO changed its delivery services in 
northern Ontario for road maintenance year-round. We 
had statistics back then that clearly showed—but the 
myth persists. It doesn’t matter what the facts are, what 
your measurement or performance standards are, you still 
end up that there’s only one way to deliver a service in 
health care or anything else, and that’s the public sector; 
there’s no other way. 

So, Mr Bates, what I would like to ask you is, when 
there were a few private providers of ambulance care, 
how were they treated in terms of performance stand- 
ards? Was it more linked to the compliance with rules 
that we had back six, eight, 10 years ago? Would you 
describe the delivery of land-based ambulance as more a 
performance culture or a rules-obsessed culture in the 
past? 

Mr Bates: It’s very difficult to answer that question, 
but I can tell you that in the past, depending upon how 
long you wish to go back— 

Mr Hastings: Let’s use 10 years ago. You were 
around then, were you not? 

Mr Bates: Yes. I think you and I established that the 
last time. Ten years ago, there was a consistent approach 
throughout the province. Whether it was private, whether 
it was hospital-based ambulance service, they were all 
licensed, OK? That’s step number one: in order to oper- 
ate an ambulance service in the province of Ontario you 
had to be a licensed operator. You had to apply for a 
licence, secure a licence and prove that it was necessary 
through the Ministry of Health. Once you were licensed 
and operating in Ontario, you had a standard ambulance, 
you had standard equipment and you were funded by the 
province for the management and care of that particular 
ambulance service. 

At the same time, standards were in place, as they are 
now, with respect to the ambulance attendants, the 
paramedics themselves. The central ambulance commun- 
ications centres provided the dispatch of ambulances, as 
they do now. The private operators, and any other 
operator, provided the staffing for those ambulances, 
made sure those ambulances were properly staffed, made 
sure the ambulances were properly cleaned and that they 
were dispatched appropriately. They were funded for that 
particular approach in the past. 
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Mr Hastings: Let me ask you this question, then: with 
the emphasis more on a performance-standards culture 
and on enhancing the professionalism of the paramedics, 
how far along is the ministry in terms of trying to get 
paramedics under the Regulated Health Professions Act? 
Is it part of the overall plan as well to create better 
quality assurance and more effective standards in terms 
of performance? 

Mr Bates: With respect to the Regulated Health 
Professions Act, I believe that was an initiative on the 
part of the Ontario Paramedic Association in the past. It 
was reviewed by the group within the ministry that 
reviews it. At this point in time, we are not looking at 
that aspect, because we feel the standards that are in 
place through the community colleges, through the train- 
ing that’s provided, through the base hospital monitoring 
of every paramedic out there and the certification by the 
base hospital physician, through the inspections we carry 
out and through the certification of ambulance services— 
I think you’re aware that the fact of the matter is that 
paramedics generally are well qualified for the job they 
perform. 

Mr Hastings: Again related to operational standards, 
is Ontario still the only province that has a specifically 
designed type of ambulance vehicle in terms of its 
platform, the physical design of the vehicle, different 
from the rest of North America? I was trying to think this 
morning of the design and the specific criteria as to the 
type of vehicle. Away back, the private ambulance 
operators told me that Ontario had this peculiar design 
standard, the physical type, that was not the same as 
other provinces or jurisdictions in North America even 
though we have four seasons etc. Am I incorrect in that 
general description? 

Mr Bates: You’ re not incorrect. Let me explain to you 
how ambulances are constructed and designed. There are 
a number of ambulance suppliers in Canada. We deal 
with two, and I think there’s an additional one in the 
Maritime provinces. Those suppliers also supply every 
other ambulance provider, every other province in this 
country. The standards for those vehicles when they’re 
constructed—they are designed by the regulatory author- 
ity, and that’s the Ministry of Health. It’s the ministries 
of health in other provinces as well. They decide what the 
standard will be. You’re right that there’s a difference. 

Mr Hastings: Why? 

Mr Bates: The difference is based, number one, on 
occupational health and safety. We spent a lot of time 
designing the ambulances, and they’re looked upon as a 
model for North America—again you’re right—because 
occupational health and safety-wise they are considered 
the best. Suppliers of ambulances come to look at our 
designs, other operators look at our designs, other prov- 
inces have asked for our specifications. 

Another difference is that they’re subjected to crash 
tests. We have done this. No other province or muni- 
cipality or jurisdiction that I’m aware of in North 
America has looked at the ambulance to make sure that if 
there is a rollover or any type of accident such as that, the 


patient and crew are protected to the best of our ability 
and to the best of the manufacturer’s ability. So you’re 
right: there is a difference between the type of vehicle we 
provide and the type of vehicle we determine is required 
with respect to standards versus some other jurisdictions. 
But those other jurisdictions are looking at what we’re 
doing. In fact, even the people from Washington, DC, are 
looking at that. 
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Mr Hastings: They are? 

Mr Bates: Yes. 

Mr Hastings: My final question would relate to the 
persistent questioning by Ms Martel about the penalty 
provisions in the RFP for changing the delivery mode. 
Those penalty provisions, the $150 or the $75, depending 
upon what type of health care or paramedic expertise 
capacity isn’t available—is that a penalty and not a 
reduction in standards? The thesis I seem to be getting, 
listening to her questioning, is that the penalty provisions 
are a door opener for a reduction in the standard of care 
of the patient from point A to the hospital base rather 
than a protection of the standards we’ ve set in the RFP. Is 
there a taking out of context, then, without ascribing 
motives here? I probably am. Is there a different context, 
then, when you look at those sections in the RFP from 
what you intend to carry out in terms of the protection of 
patients when they’re either air or land based? 

Mr Bates: I’m not sure anything is taken out of con- 
text; I can’t speak to that aspect of it. But I can tell you 
that with respect to standards, the standards are there. 
The standards are maintained in a number of different 
ways. Whether it be land or air, it really doesn’t matter. 
The base hospital, number one, is going to make sure 
every paramedic, whether that be air or land, has the 
qualifications. When it comes to air, they don’t get dis- 
patched unless quality care will be there. There’s no 
question about it. Every carrier who signs on has to tell 
us who he has available with respect to the person in the 
back of the aircraft. That’s our people as well as any 
other provider in the province. So we know before they 
leave the airport, before they leave the hospital, who is 
going to be providing care. They will not be providing 
care unless the standard is there. The quality must be 
there. There are a number of standards, as I say and as 
Mr Rusk said previously, to protect everybody—the 
patients, the province and everybody else. 

You’ re right, that’s a penalty that was instituted there. 
It’s a formality with respect to that needing to be put into 
each one of these RFPs. The contract is the key thing 
they’re after. Once a contract is signed, it will be clear 
that they must have paramedics of proper quality and 
sufficient number to provide the type of care that’s 
necessary. There’s no way that the Ministry of Health 
would allow the quality of care for anybody in any part 
of the province to be compromised. You’re right, that’s 
part of the standards. 

Mr Hastings: Do you have adequate staff, when this 
delivery change is made in the next year, to supervise 
that the specs in the contract, depending upon who the 
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other carriers may become for land-air, are carried out? 
One of the contentions usually made by the critics is that 
we do not have, whatever the service you’re delivering, 
sufficient supervisory or monitoring provisions of that 
given contract and the conditions and terms set in it. 

Mr Bates: Let me give you a description of what we 
actually have. We have, as we indicated before, 22 base 
hospitals across the province, including a principal base 
hospital for air ambulance, which is Sunnybrook base 
hospital. They have medical staff there and other staff 
who monitor what’s taking place. We have one central 
air ambulance dispatch centre, fully staffed at all times, 
around the clock, 365 days a year, 24 hours a day, 
monitoring and dispatching air ambulances. There’s no 
question about it, there are people there who know what 
they're doing. They’re paramedics, they’re medically 
based people, so we have both medical control and 
operational control. 

On top of that, we have people who are of course 
looking at the invoices that come in, the financial aspects 
of it, to monitor that part of it as well. We have a man- 
ager of air ambulance who will be constantly monitoring 
what’s taking place, who’s a pilot and will be a pilot with 
respect to that. We have inspections, and I think at the 
last session we spoke about inspections and certification. 
The thing that must be remembered is that all air ambul- 
ance services, as well as land, must be certified before 
they can actually fly or become operators of air ambul- 
ance. They must be certified, and they will be inspected 
from time to time. As far-as I can determine, we have 
sufficient staffing at this particular point in time to ensure 
that, as you say, Mr Hastings, the quality of care will be 
maintained. 

The Chair: One more question, the final question. 

Mr Hastings: Could you send to this committee, from 
1990 onwards up till now, any incidents of air ambulance 
crashes, fatalities—land-based as well—for both the 
private and the public sector? 

Mr Bates: Absolutely. 

Mr Hastings: However you categorize your incidents. 
You know, some might come out of an inquest. 

Mr Bates: Can we clarify that? The number of 
crashes, the number of — 

Mr Hastings: Crashes or the disappearance or the 
lowering of standards of critical care for patients in land- 
based and air-based operations for the last 10 years. You 
won’t have sufficient comparators because all air-based 
was public sector, right? You won’t have any private 
carriers. 

Mr Bates: No, the private sector, if you’re talking 
about air—and land—have been part of the system for 
many, many years; in fact, since I have been in the 
system, since you and I have been talking about— 

Mr Hastings: Both air- and land-based, any types of 
incidents in both the public and private sectors where this 
committee could make intelligent comparisons as to 
whether patients are put at risk or have been in past 
history, through the last decade. 

Mr Bates: Sure. 
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Mr Hastings: I want to get a firm base, because the 
mythology around here that’s continually perpetrated is 
that there has seldom been an incident of any kind when 
the provider is the public sector. Let’s get the stats and 
see what they really show for both the private and the 
public, in both types of operations. I’d appreciate that. 

The Chair: I’ve had a request from the researcher as 
well. Could you provide us with a copy, with the other 
material, of the RFP itself? Any problem with that? Some 
of the committee members have it, but the researcher 
doesn’t have it. 

Ms Kardos-Burton: Yes. 

The Chair: Just one question. When you talk about 
standards, do you include response time in standards as 
well? 

Mr Bates: The response time standard is something 
that’s being developed, as Mary indicated, by the stand- 
ards committee at this particular point in time. 

The Chair: So right now response time is not part of 
the standards. 

Mr Bates: It is a standard. The 1996 response time 
standard is a standard per operator, all right? The com- 
mittee is moving toward, as we mentioned last time, a 
full review of what they believe the standard for land 
ambulance response should be, so we’re basically in an 
interim period at this point in time. 

The Chair: Thank you. 

Ms McLeod, I suggest 15 minutes for each caucus. 

Mrs McLeod: At the risk of being accused of per- 
petuating the mythology, I would like to return to the 
auditor’s report. I don’t have any question about the 
intent and the concern of the Ministry of Health. Let me 
make that clear. What I have a real concern about is track 
record in terms of being able to meet the standards that 
are supposedly in place, even though those standards 
have been seen, by at least one inquest report, to be 
inadequate standards. That’s true for land ambulance; it 
is also true for air ambulance. The auditor very clearly 
expressed a concern. I am going to return for a few 
moments to air ambulance; I will come back to land 
ambulance, if you want to switch off and play some 
musical chairs here. 

I think it was Mr Sampson who suggested we should 
take some comfort that the standards currently main- 
tained by the ministry would still be maintained even 
though there is provision in the RFP to have a different 
kind of standard operative. There are no limitations on 
what’s in the RFP. The limitation that is currently a 
guideline for the ministry is no longer a limitation. Mr 
Sampson suggested we should take some comfort from 
the fact that the ministry is still going to maintain its 
consent process and the dispatch process. The problem is 
that the ministry’s ability to handle the dispatch service is 
one of the most glaring errors or inadequacies that was 
identified by the auditor when it comes to the dedicated 
air ambulance service, the one which deals with the most 
critically ill patients, the one where the ministry is 
currently employing the paramedics, was only en route 
within 10 minutes of accepting the flight, which is the 
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standard that was in place, 44% of the time. Only 44% of 
the time was the dedicated air ambulance service actually 
in compliance. 
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The auditor expressed a concern about the fact that 
there were no standards for the dispatch, let alone stand- 
ards that were being met, and asked that the ministry 
develop dispatch standards for air ambulance. 

I have to tell you, in the context of that track record, 
we have concerns about the proposed changes in the 
RFP. I suppose Mr Sampson would say, “If the min- 
istry’s doing such a bad job of it, turn it over to the 
private sector. They’re going to do a better job.” I don’t 
accept that, if that’s the reasoning that’s being offered. 

I want to come back specifically to air ambulance and 
to some of the answers that were given to Ms Martel a 
little bit earlier. Again, I would like to take some en- 
couragement from the guarantee you offered in your last 
comments in response to Ms Martel that there would 
never be a time at which there was an ill patient who was 
being transported by air ambulance without appropriate 
paramedic care. My concern is that, as reassuring as 
those words may be, the rest of the testimony you 
provided as to why you’ve provided for a financial 
penalty, why you had to have a financial penalty in the 
RFP in the event that it simply wasn’t possible to provide 
the paramedic care, leads me to believe that you think 
there will be situations in which there may not be a 
paramedic available. You said, “We have to have that 
provision in there so that we’re not paying for paramedic 
service if the paramedic isn’t available or doesn’t show 
up for work.” 

Those are statements; I’m not asking you to repeat 
that. You said that a $150 penalty which would allow an 
operator to fly an airplane without a paramedic present 
had to be in place to deal with the reality that there may 
be some situations in which a paramedic wasn’t avail- 
able. We can go back to Hansard and check the testimony 
on that. And there is no limitation on that in terms of, 
“You may not fly that airplane without a paramedic 
unless you are only transporting organs or tissue.” 

My further concern is that we know you have to give 
severance, that all of the critical care paramedics have 
signed forms saying they will take their severance pay. 
You have no guarantee that any of those critical care 
paramedics are in fact going to be employed by a new 
provider. The very process of going through this request 
for proposal, the very process of divesting—and surely to 
goodness nobody would have gone through this process, 
as Ms Martel has said, unless you were going to divest 
the service. You wouldn’t have gone through the anguish 
for your own employees if the government wasn’t plan- 
ning to divest this service. So I assume you’re planning 
to divest. You know these employees have already signed 
their severance forms. You know you have no guarantee 
of them being rehired by whoever is the successful 
bidder. 

I suggest that you are on the verge of creating a crisis, 
a crisis of shortage of critical care paramedics, who are 
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already in scarce supply. These critical care paramedics 
can go anywhere they want and get jobs tomorrow. If by 
the very process of divesting this service you have 
created a critical shortage of flight paramedics, then you 
may well be having to invoke this penalty clause because 
you can’t get paramedics to staff the flights, whether it’s 
your intent to or not. 

Two questions. One is, how can you guarantee that the 
new provider of the service will have enough critical care 
paramedics to ensure that those flights are properly 
staffed with paramedics? My second question is, why are 
you going through this tortuous, anguished, risky pro- 
cess? Surely it isn’t because the Ministry of Health can’t 
deliver the service and is only in compliance 44% of the 
time. Why? What possible gain to patients is there in 
going through this divestment process, with all of the 
potential risks that are in place? And you can’t give us a 
guarantee that the risks aren’t there, no matter how much 
you want to. 

Mr Bates: I think you mentioned that there might be a 
possibility of an aircraft flying without paramedics. We 
can assure you that will not happen except in the in- 
stance— 

Mrs McLeod: So the alternative is not to fly them. 
How can you guarantee the paramedics will be there? 

Mr Bates: We do not fly air ambulances without 
sufficient qualified staff in the back. 

Mrs McLeod: I’m hearing the words, but you’ve got 
a penalty clause in an RFP without limitation that says 
you can indeed fly an aircraft without a paramedic for a 
$150 deduction. You have indicated today that you had 
to have that provision in an RFP because there is a reality 
that the paramedics might not be available—you sug- 
gested because they might not show up for work; I’m 
suggesting it’s because there may not be enough para- 
medics available to supply the system. You’ve not 
limited the RFP by saying the airplanes cannot fly if 
they’ ve got a patient on board. You can tell me that your 
intent, your standard, your guideline is not to fly them, 
but the only alternative you may have is not to fly the 
plane at all, and then what do you do with a critically ill 
patient in a northern Ontario community? You don’t have 
any alternatives. 

Mr Bates: There are alternatives with respect to what 
happens. Number one, as Mr Rusk said before, you can 
utilize the local physician, the nurses. We can utilize 
other providers of aircraft. There are times at which— 

Mrs McLeod: Not with paramedics. I’m sorry. 
You’ve got a newborn baby, intensive care, who cannot 
be cared for in my home community of Thunder Bay and 
has to be airlifted within a matter of minutes. 

Mr Bates: In that particular case, the base hospital 
would ensure there’s adequate staff on, and our dispatch 
would. That could comprise, as we said before, doctors, 
nurses, respiratory technicians, whatever’s required for 
the care of the patient. We work as a system, all right? 
You can’t look upon it as an isolated segment— 

Mrs McLeod: Why does your request for proposal 
allow a penalty clause to fly without paramedics? If you 
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have clearly stated there will be no flight that goes and 
that the ministry will pay the cost of having alternate 
medical staff on board in the event that there isn’t a 
paramedic, why do you need this provision that if the 
paramedics aren’t there, you’re going to fly for $150 less 
without them? 

Mr Bates: I’m sorry. Can you repeat the question? 

Mrs McLeod: You have a provision in your request 
for proposal that says you can fly without paramedics for 
$150 less. You’ve taken dispatch response times out of 
the Ambulance Act for both land and air ambulance. The 
ministry is not bound by anything except good intent at 
this point. You’re not telling the private providers they 
can’t fly without a paramedic. You’re telling them they 
can fly without a paramedic and you just have to pay 
$150 less. Where does it say in anything that is binding 
that no aircraft with an ill patient leaves the ground 
without appropriate medical staff? Tell me where it says 
that. 

Mr Bates: First of all, the provider, as you call it, 
won’t fly unless we dispatch them. That’s number one. 

Mr Sampson: Hello? 

Mr Bates: They cannot leave the ground unless 
they’re dispatched. 

Mrs McLeod: “Hello?” Excuse me, Mr Sampson. 
Hello, as you interject. The auditor has said the problem 
is the ministry hasn’t got an air ambulance dispatch 
response time standard. They don’t track the data. 
They’re in compliance only 44% with their own response 
time. Tell me how the ministry is going to decide in time 
to transport that newborn child who has to be transported 
out of Thunder Bay, to live, within less than an hour— 

Mr Sampson: So your position— 

Mrs McLeod: How are you going to decide, how is 
your central dispatch system, which isn’t under the act— 

Mr Sampson: I just want to get on the record her 
position is that that person should be sitting there on the 
tarmac. Mrs McLeod’s got this— 

Mrs McLeod: I’m sorry. I want to know how the 
Ministry of Health can guarantee that that airplane—first 
of all, that you know they don’t have a paramedic and, 
secondly, that you can make sure they’re going to be 
staffed with appropriate medical staff and give the 
authorization for that, as well as telling the private sector 
they can’t fly. I mean, you’ ve told them here they can fly. 
That’s the problem. You’ ve told them they can fly. How 
are you going to make those decisions to say, “No, I’m 
sorry. In these circumstances, forget the $150”—you 
charge $150, but not only that, “You can’t take your 
plane off the ground, thank you very much.” That’s more 
than a $150 cost, by the way. 

Mr Bates: Experience and our operational control— 
there are 17,000 patients flown every year in Ontario. 
They all have paramedics with them when they are 
flown. 

Mrs McLeod: My second question is, why divest this 
system? Why run the risk of having all of your critical 
care paramedics leave your service, with no guarantee 
they’re going to be picked up by a new service? I think 
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standard of ambulance care than the government was 
ever prepared to provide. If that’s not the answer, tell me 
why there is any benefit to the divestment of the land 
ambulance service to the municipalities. 

Ms Kardos Burton: There’s one other benefit I 
would like to speak about, and that is the service in terms 
of the local community and the commitment to the com- 
munity. Talking to the municipalities, first of all, they are 
now enthusiastic about providing the service. There is 
better public education, because that can be done locally. 
They are communicating within their communities in 
terms of expectations to the citizens of the community. 
So in terms of closeness, I think locally is an advantage. 

Mrs McLeod: That’s exactly my point: the benefit to 
the patients is that the municipalities, because they are 
seeing what’s happening, are prepared to meet a standard 
the government has not been prepared to meet. 

I urge this government, on record, to at least be 
prepared to meet the municipalities halfway and to put in 
place 50% cost-sharing of the higher standard the muni- 
cipalities are looking for and then take that higher 
standard and make sure it is equitably applied across 
Ontario. I really believe that is the only way we are going 
to see some benefits to patients for this entire divestment 
process, with all the costs that have already been 
involved in that. 

Mr Chairman, I suspect you’re going to tell me my 
time is up. 

The Chair: Yes, Mrs McLeod, for now. 

Ms Martel: I’m going to return to the air ambulance 
situation, because in our part of the world this does mean 
the difference between life and death for many people. 
So it is important, and I’m sure you appreciate that. 

Maybe you can give me an assurance, which I haven’t 
heard so far, if I approach it in this way. Ms Burton was 
good enough to set out the standard that says that right 
now the only time an air ambulance would fly without a 
paramedic is in the instance when tissue or organs are 
being transferred—correct?—and that in every other 
instance, if there is a patient on board there is at least one 
critical care paramedic. 

Mr Rusk: Correct. 

Ms Martel: That’s what we’re operating with right 
now. We know the RFP doesn’t make reference to that 
standard. You made reference to a contract. My question 
would be, can you tell the committee that the contract 
that would be signed with an operator would guarantee 
that if there is a patient on board, there will be at least 
one critical care paramedic on board? 

Mr Rusk: Yes, because in the contract it says they 
must abide by all legislative—and standards for the 
program. 

Ms Martel: OK, and those were the standards Ms 
Burton referred to earlier? 

Mr Rusk: The standards Ms Burton referred to are the 
standards that are set for transporting patients, and what 
she read was correct. That’s set by the medical folks at 
the base hospital. 


COMITE PERMANENT DES COMPTES PUBLICS 


P-349 





Ms Martel: So on every flight where there is a 
patient, there will be at least one critical care paramedic 
on board? 

Mr Rusk: Yes. Unless— 

Ms Martel: Unless? 

Mr Rusk: Yes. I was just going to go to the blood 
thing, but—sorry. 

Ms Martel: I want to be clear that it’s when there is a 
patient on board. We understand what happens when 
there’s not. 

Let me ask you, why does the RFP talk about per- 
mitting an air ambulance to be flown without a critical 
care paramedic? If that’s what the contract says, and we 
go by that because we haven’t seen the contract—I don’t 
know if you’re in a position to table that with us. If you 
could, that would be helpful. 

Mr Rusk: There’s a template in the RFP. 

Ms Martel: Does the template indicate that at all 
times when there’s a critically injured person on board 
there will be a critical care paramedic on board? 

Mr Rusk: I’m sorry, I can’t answer that without— 

Ms Martel: Could you get back to us on that? 

Mr Rusk: Certainly. 

Ms Martel: If that is in the template, could you table 
that with the committee? 

Mr Rusk: Certainly. 

Ms Martel: All right. If that’s the case, then we’ll 
take your word for it that that is the ministry’s intention. 
Why then does the RFP that went out to private oper- 
ators, which they are to bid on, clearly allow for a 
circumstance when there wouldn’t be a critical care 
paramedic on board, and there is no mention of, “only in 
the instance where we’re transporting tissue or organs”? 

Mr Bates: You need to have something like that so 
they know that if indeed we ask them to fly tissues or 
whatever, this is what they are going to be remunerated 
for. You have to have something in the RFP indicating 
these types of things. 

Ms Martel: I would work the other way, Mr Bates. If 
the ministry’s intention is not to dispatch that flight off 
the ground without a critical care paramedic when there’s 
a patient on board, shouldn’t the RFP say that? Because 
the RFP allows for an alternate possibility, which is 
flying without anyone. 

Mr Bates: It’s not going to happen that way. That’s 
all we can say to you. The operators are well aware of 
that too. 

Ms Martel: So why would you have an RFP that 
allows for that? 

Mr Bates: For financial purposes. You have to have 
in these documents reference to those types of things 
where it might happen, in the sense that if they fly tissues 
for us, then they have to know what the penalty might be. 

Ms Martel: If I might, Mr Bates, there’s no reference 
to tissues. The RFP doesn’t make any reference at all 
with respect to tissues or organs. 

Mr Rusk: But they will fly when they’re dispatched 
by our medical air transport centre. The only thing they 
get to decide is whether or not they can fly. 
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Ms Martel: I understand that. I am saying the section 
that talks about flight paramedic staffing and the ability 
to fly without critical care paramedics makes no 
reference at all to only those situations where what is 
being transported is blood or tissue—none. 

Mr Bates: They are not going to be dispatched, as I 
said before, if they don’t have the proper staff. 
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Mr Rusk: It allows us also to use the backup aircraft 
that we can use as we require. If we needed it to transport 
an organ or a tissue and we needed to send the backup 
aircraft because the first aircraft was busy on another 
call, we could dispatch them and it would be allowed 
without a paramedic in the back, as well. 

Ms Martel: Just so the committee is clear, what 
you’re telling us today is, under no circumstance will one 
of these operators be allowed to take off with a patient in 
the back without at least one critical care paramedic. We 
should leave this room with that clear understanding? 

Mr Rusk: Yes. 

Ms Martel: It would be really helpful, if the template 
has that, if you could provide that to the committee. 

Mr Rusk: Yes. 

Ms Martel: OK. I would like to move on to land 
ambulances and to the downloading costs for muni- 
cipalities with respect to land ambulances. The auditor 
made a point in his audit of saying that, as of early 
January 1999, there were about 60% of all operators who 
were not meeting the 1996 response time standards. The 
ministry entered into some negotiations with municipal- 
ities through the committee and came to some agree- 
ments in AMO about establishing what are approved 
costs. What I would like to know is, what was the 
position of the municipalities during those negotiations? 
What specific requests did they make of the ministry with 
respect to being a download of service that was not up to 
standard during the October negotiations? I understand 
what was arrived at; I want to know what was on the 
table. 

Ms Kardos Burton: I think for the items in terms of 
the template that are agreed to, all of the items were 
agreed-to items. There were two items, if I can—if you 
just give me a minute—OK, go ahead. 

Mr Bates: Yes, there were two items that were not 
agreed to. One was with respect to wages, where the 
government was clear that the wages that could be 
allowed with respect to funding were at the 2% level, and 
the other, I think, was with respect to the interest on the 
completion of buildings. 

Ms Martel: Would it be fair to say that another thing 
that was on the table was that AMO was pushing to have 
the province pay for 100% of the capital costs for 
upgrading to 1996 standards? 

Ms Kardos Burton: Yes, that’s fair. I thought you 
were talking about the template and the two items, but in 
terms of the response time, what AMO was asking for 
were the capital costs at 100% and then, ongoing from 
that, 50% of the operational costs. 
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them up to a standard that should have been in place 
when the ministry was funding this service, correct? 

Ms Kardos Burton: Yes. They’ll be paying costs, 
yes. 

Mr Bates: Well, they will be incurring, if they wish, 
increased costs. That’s correct. 

Ms Martel: It’s not even a question of “if they wish.” 
I mean, they do have to at least meet 1996 standards. I’m 
not even talking about the group that goes beyond. They 
will have to meet 1996 standards. That’s the purpose of 
the exercise. 

Mr Bates: Right. 

Ms Martel: My concern is that a number of 
municipalities may well be out money because the 
government is not paying 100% of those costs to get 
them to 1996 standards. Am I correct? 

Mr Bates: No, the government, as Mary said, has not 
made a decision as yet. 

Ms Martel: But the government has a template that 
didn’t cover those costs so far. 

Ms Kardos Burton: Right, and that’s partially 
because—and you’re quite right that they are related, but 
we were doing this exercise in terms of looking at the 
standard and coming up with what in fact the cost would 
be in terms of meeting the standard. 

Ms Martel: Let me ask this: is it likely that the 
ministry, as it goes through its review municipality by 
municipality, is actually going to fund 100% of these 
costs, when you didn’t already with the first round of 
negotiations in October? 

Ms Kardos Burton: I’m very reluctant to speculate. 

Ms Martel: I bet you are. That’s a question for the 
ministry, you’re right. That was unfair to direct to the 
bureaucracy. 

Let me ask, do you have any idea what those costs are 
to bring municipalities up to 1996 standards, capital and 
operating? 

Ms Kardos Burton: The figure that we’ve talked 
about in the past was around $50 million—and again, 
these are just estimates because we do need the plans. 
The capital was approximately $12 million and the 
remainder was the operating. 

Ms Martel: Sorry, capital was $12 million, and the 
$50 million was a reference to? 

Ms Kardos Burton: The total cost. We had done an 
estimate of what it would cost to bring municipalities up 
to response time. It was in the $50-million area, and 
that’s been communicated publicly with municipalities. 
But again, I stress it’s an estimate. We’ll have a better 
sense once the plans are done. 

Ms Martel: Then the $40 million operating is a 
completely separate item as well. The $50 million refers 
to maybe severance, increased administration costs, etc? 

Ms Kardos Burton: No. 

Ms Martel: Do you want to tell me the difference 
between the $50 million total cost that’s the public figure 
and your $40 million estimate that was referenced in the 
auditor’s account? 
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Ms Kardos Burton: Timing, I think. At one time, we 
may have estimated $40 million. In terms of the estimate, 
it’s $50 million, but it would be no different. The differ- 
ence would be the timing. It would be the same thing in 
terms of the operating costs. 

Ms Martel: So we’re up about $10 million. Do you 
have any idea when you’ll get an actual cost of what the 
difference would be between what has been funded so 
far—which we hope will be more—and what the 
municipalities are actually out? 

Ms Kardos Burton: We’re targeting for completion 
in late spring or early summer, so when our standards 
exercise is completed with the municipalities. They’ re all 
to do plans in terms of—we’re talking about what the 
response times are—what it would take to get there, what 
a municipality would do in terms of getting there, how 
many cars it would need, etc and what are the mech- 
anisms. Once that’s completed, we’ll have a better sense 
of what it takes. 

Ms Martel: Can I ask, what is the nature of the 
commitment that has been made to them through this 
current process? You haven’t shut the door on 100%, but 
what are they thinking they’re doing this for? In 
anticipation of receiving what? 

Ms Kardos Burton: They’ve been very clear about 
requesting the capital costs at 100% and 50% ongoing. 
What they have also said, which is true, is that the 
response times have not been met currently. I think what 
they’re doing this for is certainly working with us in 
terms of seeing how Ontario can meet its response times. 
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Ms Martel: This may be an unfair question to ask 
you, but wouldn’t it have made more sense if we had at 
least brought everyone up to that standard and paid for it 
before we downloaded those costs on to the muni- 
cipalities? 

Ms Kardos Burton: There was a desire to look at 
having the municipalities have a part in terms of how 
they meet the plans. The government could have made 
some decisions on its own, but the desire was to have the 
municipalities involved and ask them to participate in 
those plans. It could be a straight mathematical con- 
clusion in terms of our estimate of $50 million, but I 
think there’s also a hope that the municipalities would be 
coming up with efficiencies and different methods of 
Operating and innovations in terms of meeting those 
response time standards as well. 

Ms Martel: I appreciate— 

The Chair: That’s 15 minutes. Mr Gilchrist. 

Mr Steve Gilchrist (Scarborough East): My first 
question is to Mr Peters. I’ve looked through 3.09, which 
is supposed to be the subject of what we’re talking about 
here today, and I must admit I can’t find a reference— 
perhaps you can direct me—to where you dealt with the 
issue of standards for base hospitals for the deployment 
of critical care paramedics. Am I missing something 
here? 

Mr Erik Peters: No, we did not deal with that 
standard. 
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Mr Gilchrist: Then I guess the record is wrong. Ms 
McLeod categorically stated you did that and had passed 
judgment on the standards, which seemed to be at the 
root of the questioning from both the Liberals and the 
NDP, and how the existing standards relate to a penalty 
clause in an RFP. There are in fact two RFPs, am I 
correct? One for fixed-wing and one for—OK. So we’ ve 
got to use the plural. 

Interjection. 

Mr Gilchrist: It is a 200-page document, and perhaps 
Ms Martel’s researchers only gleaned certain clauses that 
were salacious or what they considered would be 
salacious. But I’m looking at schedule A, part I, “Man- 
datory requirements for the transfer and non-transfer 
scenarios.” It talks about all sorts of different standards 
that are put in there— 

The Chair: Just for the record, Mr Gilchrist, what are 
you looking at? 

Mr Gilchrist: I’m looking at the RFP. 

The Chair: I see. OK. 

Mr Gilchrist: Forgive me, Chair. It’s page 54. The 
document reference number at the top of the page is 61- 
246. I see a very detailed listing of standards. I think we 
need to have it put expressly on the record again: are 
there existing standards for the dispatch of aircraft in 
terms of the involvement of critical care paramedics? 

Mr Bates: Yes. 

Mr Gilchrist: Will those standards change? 

Mr Bates: No. 

Mr Gilchrist: Are the planes currently operated by 
private operators? 

Mr Bates: Yes. 

Mr Gilchrist: Will that be the same format in the 
future? 

Mr Bates: Yes. 

Mr Gilchrist: Is the only difference the fact that 36 
people who are on the payroll of the Ontario government 
will no longer be on the payroll of the Ontario 
government? 

Mr Bates: I would say “may.” 

Mr Gilchrist: Sorry. Following the assumption Ms 
Martel has made—I want to be very clear myself—the 
only privatization that is being considered is the 
employment of those 36 people. 

Mr Bates: That’s correct. 

Mr Gilchrist: Thank you. 

Ms Kardos Burton: Plus three administrative staff. 

Mr Gilchrist: Plus three administrative staff. Thank 
you for clarifying that. In no other way are we changing 
the standards by which the air ambulance service is oper- 
ated, and in no other way is patient care being altered. 

Mr Bates: That’s right. 

Mr Gilchrist: Thank you. I think the histrionics we 
are hearing from the other side would certainly have left 
people, either watching or listening in this room today, 
with a very different impression. 

A comment was just made about uploading—the 
typical hand grenade thrown in. Correct me if I’m wrong, 
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but Toronto historically was never paid by the province 
for its ambulance service. Is that correct? 

Mr Bates: Not quite. A grant was provided for 
Toronto over the years, 50% of approved costs. 

Mr Gilchrist: Did that equal their actual costs? 

Mr Bates: In fact they did spend more money in terms 
of percentages, and we provided the 50%. They made 
decisions on additional service, if you will, additional 
vehicles; you’ve noticed on the road the buses they 
utilize. 

Mr Gilchrist: Yes. 

Mr Bates: Those are an example of something they 
provided in addition. 

Mr Gilchrist: OK. So nothing—no, let me not pre- 
sume to know your answer. Is it fair to use the word 
“uploading” or “downloading” in Ontario’s largest city, 
or what words would you use that best reflect the new 
true relationship in terms of provincial funding for 
ambulance service? 

Mr Bates: It’s basically a continuation of the method 
that happened in the past. 

Mr Gilchrist: Certainly in our largest city, anyone 
who suggests there has been a downloading of costs 
would be misleading people. Would that be correct? 

Mr Bates: Substantially correct. 

Mr Gilchrist: The other issue I want to raise: I asked 
the question as well about the clause Ms Martel keeps 
referring to, and I had—perhaps an expanded answer 
would be the best way to describe it, from what I’ve 
heard here this morning, that if a particular base were 
incapable of dispatching a plane or helicopter with the 
required paramedics on board, a plane would be 
dispatched from another base, but the original operator 
would be dinged with a penalty reflective of that amount. 
So if Nipigon couldn’t dispatch a plane, Thunder Bay 
might. If, through no fault of the operator, the only avail- 
able paramedics were caught in a snowstorm or called in 
sick or were injured on the job, another plane would be 
dispatched, correct? 

Mr Bates: That’s correct. 

Mr Gilchrist: And the original operator would face a 
penalty for his or her failure to dispatch a plane. 

Mr Bates: That’s correct. 

Mr Gilchrist: Mr Peters, let me ask you point-blank, 
are you more or less comfortable with the idea of a pen- 
alty clause built into contracts with people who provide 
services to the government for failure to provide? 

Mr Peters: To be fair, I would have to look at the 
entire contract. The RFP was issued subsequent to our 
audit, so we have not had a chance to look at the whole 
document. 

Mr Gilchrist: I’m not asking you to pass judgment on 
this. As a philosophical question, when the government 
enters a contract with someone to provide a service, are 
you more or less comfortable with the idea of a penalty 
clause if they fail to perform one of the standards they 
agree to? 

Mr Peters: Normally, yes, we would be more com- 
fortable with a penalty clause being built in, particularly 
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since, if I correctly remember the reading of this clause, 
there is also a discretionary part of this. Am I correct in 
assuming that the clause contains a consent by the 
ministry? 

Ms Martel: Yes. 

Mr Peters: There is a consent clause, so we really 
would be satisfied because both are present: one, a con- 
sent—in other words, the ministry is involved in terms of 
monitoring—and secondly, if the performance is not up 
to the standard the ministry requires, a penalty could be 
imposed based on consent by the ministry. 

Mr Gilchrist: Thank you, Mr Peters. I think that 
clarifies it. I see a very big difference between a penalty 
clause and the suggestion that standards were being 
changed. I think that’s been clarified, both by you and by 
the ministry. Recognizing the time, Mr Chair, those will 
be all my questions. 

The Chair: There are five minutes left. Is there 
anybody else in the caucus? 

Mr Garfield Dunlop (Simcoe North): Just one quick 
question. Could you tell me about the inventory you have 
of air ambulance equipment? 

Mr Bates: Inventory in terms of number of resources? 

Mr Dunlop: The number of helicopters, planes etc 
that the government and the private sector operate. 

Mr Bates: All right. There are 11 helicopters now 
being utilized in different places across the province. We 
have a board here that we would be pleased to share with 
the committee indicating the location of every aircraft in 
the province and how they are staffed. I hope you can see 
it. 

The Chair: You'd better hold it up. 

Mr Bates: Here are some illustrations of the heli- 
copters that are utilized across the province. As you can 
see, they are painted in the orange and blue colours, and 
“Ambulance” is on them. You were asking about where 
they are. There are dedicated air ambulances in Toronto, 
London, Ottawa, Sudbury and Thunder Bay at this point 
in time. There are fixed-wing dedicated in Sioux Lookout 
and Timmins, and also in Kenora and Moosonee. I 
mustn’t forget Kenora and Moosonee from the north. 
There are also standing-offer agreements throughout the 
province, such as Fort Frances, Kapuskasing, Muskoka 
and London, as well as Hearst, Island Lake, Dryden and 
places like that where we have the opportunity to use 
standing-offer agreement aircraft as required, which are 
staffed with paramedics as well. So it’s a full system 
throughout the province, controlled through the base 
hospital—Sunnybrook and Women’s College Health 
Sciences Centre—that provides the type of care neces- 
sary for 17,000 patients each year. 

Mr Hastings: Could we get a copy of that data that 
you have in disk or pamphlet form? 

Mr Bates: Absolutely. 

The Chair: Before we adjourn, Ms McLeod has a 
motion. 

Mrs McLeod: I move that the Provincial Auditor be 
asked to investigate the value-for-money aspects of the 
decision by Cancer Care Ontario to provide after-hours 





radiation therapy through a private clinic rather than in- 
house. 

The Chair: Is there any discussion on that? 

Mrs McLeod: Just very briefly, the reason for asking 
the Provincial Auditor to investigate this is that we 
simply don’t understand the value-for-money aspects of 
this. If this program offsets the re-referral program, then 
there’s an obvious saving in not having to send patients 
out of their home community to the United States or to 
northern Ontario. The question is, if this after-hours 
program can offset the cost of the re-referral program, 
why would the Cancer Care Ontario agency not have 
done that in-house rather than through a private clinic? 
We’re not questioning that there is cost effectiveness to 
ending the re-referral program, if this is a way of doing it, 
but simply, what is the cost effectiveness of doing it 
through a private clinic rather than doing it in-house with 
Cancer Care Ontario? I believe that because Cancer Care 
Ontario is a provincially funded agency, it is within the 
scope of the Provincial Auditor to conduct that 
investigation. 

The Chair: Any further comments? Then I’ll call the 
question. All those in favour? Opposed? The motion is 
lost. 

Is it the intent that the ministry is to come back this 
afternoon? Yes? OK. Then we stand adjourned until 
1:30; 

The committee recessed from 1203 to 1334. 

The Chair: I'd like to call the meeting back to order, 
please. We’ll have another round. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): It was reported that providing ambulance service 
in our area has skyrocketed and we’re going to be a few 
million dollars short this year. I would just like to have 
you gentlemen’s comments on that issue. It’s the Corn- 
wall area. 

Mr Bates: Yes, Cornwall is the designated delivery 
agent, as we talked about the last time. They are working 
on the— 

Mr Cleary: There was a deal made by the provincial 
government to give it to a second-tier municipality. 

Mr Bates: They are developing their budget and will 
be submitting it to the ministry. I don’t believe as yet 
they have submitted it. I know that they have asked for 
an additional fund to compensate for some of the diffi- 
culties. I think you’re mentioning an article in the paper 
that came out maybe a week and half or two weeks ago 
with respect to paramedic services. 

Mr Cleary: Yes, in the paper and in our office and 
everything else. 

Mr Bates: Yes. So as we receive the budget, we 
certainly will give every consideration to what they’re 
looking for. It hasn’t come to us in the way of indication 
that they’re going to be that much short, if at all. I may be 
speaking in advance of the receipt and a final decision on 
the budget submission, but I believe it will be reasonably 
acceptable to both ministry and municipality. 

Mr Cleary: Have they been told not to expect any 
additional funds till the year 2002? 
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Mr Bates: Not that I’m aware of. They’re going to be 
getting 50% of the costs, as we’ ve discussed with respect 
to the template. If they have a special circumstance that 
they wish to submit to us, that consideration will be given 
under the template. But I’m sure they haven’t been told 
not to expect any additional funds. 

Mr Cleary: What I’m told in my office is that other 
municipalities are getting extra. Why aren’t they in that 
area? But anyway— 

Mr Bates: Maybe I can expand. I think I know what 
you’re referring to, and that is the paramedic requirement 
with respect to changing on-call paramedics to more full- 
time paramedics. Other municipalities around and about, 
adjoining, have requested that and have been approved 
for that as a special circumstance. That same considera- 
tion would be given to Comwall— 

The Chair: Excuse me for a moment. Could every- 
body check their cellphones and turn them off, please. 
Because there’s one going off somewhere. No longer. Go 
ahead. 

Mr Bates: Does that answer your question, sir? 

Mr Cleary: Partially, I guess. 

Then there’s another municipality on the outside and 
its first-response criteria agreement. If the ambulance 
doesn’t land there within what the provincial guidelines 
say, they’re trying to set up another service to deal with 
the patient. 

Mr Bates: There are two different possibilities that 
you could be referring to. One could be first response by 
a first-response team, which is an accepted practice 
across the province. The other could be transportation of 
non-emergency patients by a non-ambulance service. I 
think I need a little clarity, if that’s possible. 

Mr Cleary: I’1l tell you what they wrote to me. 

Mr Bates: OK. 

Mr Cleary: “Recently, one of the municipalities an- 
nounced a community first-response criteria agreement. 
While I applaud their efforts in establishing a first- 
response plan, part of the reason one is necessary is 
because the ambulance response time in rural areas often 
exceeds provincial guidelines. This team will be 
dispatched if the ambulance estimated time on arrival to 
the scene of a high-priority medical emergency is over 
the 20 minutes.” 

Mr Bates: OK, that clarifies it. This is a standard 
that’s used across the province. It has been used for many 
years, the establishment of first-response teams primarily 
in rural areas, as you say, where the call volume is not 
sufficient at that particular time for an ambulance to be 
domiciled there all the time. So what happens is the first 
responders are trained in first aid and medical response 
and receive basic, fundamental equipment for the 
provision of care until the ambulance arrives. There are 
probably in excess of 75 such teams, maybe even 100, in 
the province at this particular point in time. It’s an 
accepted practice. It works well with the local citizens 
being able to provide the type of service they need until 
the ambulance arrives. It certainly saves lives. 
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Mr Cleary: These municipalities are upset because 
they’ve not only been downloaded with ambulance 
services but they’ve been downloaded with many other 
services too and they just don’t have the money. What 
they’re doing to them in health care right now is ridicu- 
lous. These new hospital plans they’re supposed to be 
building and everything, the money just isn’t there in 
rural Ontario. I think it’s a disgrace what’s happening. In 
a lot of the areas the rural residents are going to suffer 
from what’s happening. 

Mr Bates: What I find is that the first-response teams 
are a very economical way of establishing the type of 
service that’s required in these communities and it’s a 
proven way of doing it. It involves the local citizens. This 
is something, of course, for the municipality to decide 
upon, if that’s the route they’d like to go, additional first- 
response teams. If it is, as I say, it’s a proven method at a 
very low cost. I can’t say much more than that it has been 
proven to save lives, and I’m sure if you were to ask a 
number of communities, primarily in northern Ontario, 
that utilize such a service, you would hear accolades 
from that. 

Mr Cleary: So I take from you that you’re going to 
pay 50% of everything? 

Mr Bates: Yes, the template calls for 50% of the 
approved cost for land ambulance. 

Ms Martel: I have one other question with respect to 
the template. It says, “The Ministry of Health and Long- 
Term Care will consider special circumstances, providing 
the municipality can make a business case.” Can you 
outline for the committee what those special circum- 
stances would be, and are they outside of your ongoing 
consultations with individual municipalities to bring 
them up to 1996 standards? 

Ms Kardos Burton: First of all, because they are 
special, we haven’t scoped the waterfront on what they 
would be. They would be any unique circumstances that 
arise. 

The one commitment that we did make to all of the 
municipalities, however, was that we wouldn’t do one- 
offs in terms of giving something to somebody that we 
wouldn’t give to somebody else. I think what will happen 
is that we will be discussing all of the special circum- 
stances with all of the committee when they come up. 
They would be anything unusual that’s sort of out of the 
normal course of things. That’s what we would be 
expecting. 

Ms Martel: Can you give us an example? 

Mr Bates: I can give you an example from your 
particular neck of the woods, Sudbury. 

Ms Martel: A $4-million shortfall. At least that’s 
what they tell me. Go ahead. 

Mr Bates: I was referring to the fire that you would 
be well aware of that took place in the ambulance station 
and the vehicles that were lost. That’s a special circum- 
stance, I think. It doesn’t happen every day that there’s a 
fire that removes half of the ambulance fleet and the 
main ambulance station. So it’s something that would 
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have to be given consideration by the Ministry of Health 
for a funding approach. 

Ms Martel: And their $4-million shortfall, they can 
deal with you in July on the operating side, right? 

Ms Kardos Burton: Right. 

Ms Martel: Let me talk to you about redirect con- 
sideration and the critical care bypass, because the 
auditor noted this in his report. He said, “The ministry 
should analyze the impact of redirect and critical care 
bypass on ambulance services, including response times 
for subsequent patients....” The ministry’s response in the 
report was, “The ministry addressed the impact upon the 
Toronto ambulance service through a 10-point plan” and 
that components of it will be extended to other muni- 
cipalities in the province where redirect and critical care 
bypass are extensively used. 

My understanding is that the 10-point plan was an- 
nounced in December 1999 and proceeded to be imple- 
mented after that. Here’s my concern. If you look at the 
August 2000 figures for the number of hours that 
hospitals in the GTA were on redirect or critical care 
bypass, it was up 1,101 hours from August 1999. We’re 
up over 1,000 hours from August 1999 to August 2000. 
The second concern I have is that the Ontario Hospital 
Association, in a report which I’m told is called A Matter 
of Hospital Resources: An Emergency Care Action Plan, 
which was released in September, said that GTA 
emergency rooms on redirect or critical care bypass are 
up 66%, and they didn’t even include the August figure 
that I just referenced. So how is it that the ministry is 
relying on a 10-point plan in the GTA which, if you use 
just those two indicators, doesn’t appear to be solving the 
critical problem we’ re having in emergency rooms? 

Ms Kardos Burton: This is Allison Stuart, director of 
hospital programs. 

Ms Allison Stuart: Perhaps I can give you a little bit 
of an update as to what has happened since the 10-point 
plan of December 1999. The 10-point plan included the 
following. There were flex beds provided in Toronto and 
the greater Toronto area. Flex beds meant that they could 
be opened for a four-month period during the year and 
the hospitals could decide when they needed them the 
most to respond to pressures that they were feeling. So 
there were additional beds. 

We also provided additional discharge planners. 
Hospitals would be able to start the discharge planning 
process really when a person first arrived at the hospital 
so that when they were ready for discharge the plans 
were in place. 

We also divided Toronto up, if you will, into three 
geographic areas and one age-related area, three net- 
works—the central network, the east network and the 
west network—and then a pediatric network. We clus- 
tered the hospitals that were within those boundaries to 
work with the ambulance service—in this case the 
Toronto ambulance service—to work with all aspects of 
the system to look at pressures or issues that they were 
experiencing and look at problem resolution. Each of the 
networks has now produced a document which outlines 
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their findings, which is being reviewed 
with the Ontario Hospital Association, th 
obviously the involved networks. 

Ms Martel: Might I ask, does the re 
account that clearly the measures that 5 
enough to outline for us did nothing t 
number of hours that hospitals were on 
GTA? 

Ms Stuart: I haven’t got up to my 10 
got some other points. 

Ms Martel: What I’d like to know 
things that you’re probably going to outl: 
working, how is it that even in January ar 
this year we’ ve got hospitals in the GTA th. 
be 80%, 90% on redirect? As of January 1 
hospitals serving the GTA; 21 were telling 
somewhere else, 14 were on critical care 
seven were on emergency redirect. Tha’ 
January 29, you had 23 hospitals; 87% 
patients to go somewhere else, 13 hospi 
critical care and another seven on emergenc 
February 13, 86% were on critical care 
February 12—and we’ve got the listing of 
were doing redirect and critical care bypas 
recent one just this Tuesday at 83% of GTA 
12:30 am this morning, 19% of the 23 h 
redirecting patients, 12 were on critical car 
seven were on emergency redirect. 

I’ve given you some examples in Au 
would have hoped part of the 10-point pla 
resulted in a reduction, and then I’ve given 
as I can, and we still have a serious probl« 
dering why all of the initiatives aren’t worki 

Ms Stuart: If I may, I’d like to go 
initiatives, because after we did the 10-poin 
another strategy that built on that. So th 
understand what was being built upon, I th 
go through the other points of the 10-pou 
will come to your question. 

Ms Martel: Are you going to get to my 
lose my space? 
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Ms Stuart: Absolutely. So the additiona 
we provided each of the networks with a c 
they could help that network come up with ¢ 
issues. We also appointed a provincial er 
vices coordinator to coordinate issues acros: 
and bring those forward. We also added 1 
long-term-care bed complement for Tor 
people who were in hospital and waiting f 
care placements would have a place to go a 
could be used for acute care. 

For the ambulance service itself, we p 
with additional assistance on a pilot project 
could test whether it made a difference hav 
ambulances to do critical care transports t 
ities so as not to tie up doctors and nurses, 
skilled paramedics doing that transfer, as v 
additional support in the ambulance dispéz 
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negotiate with hospitals around what level of service they 
were able to provide. 

Those initiatives were successful, and we decided to 
build on those. In July and August of last summer, the 
then Minister of Health and Long-Term Care announced 
further initiatives: additional beds in Toronto, additional 
beds in the GTA, and additional beds—those flex beds I 
talked about that were available for a four-month 
period—across the province. So we had additional beds 
in place; we had additional discharge planners put in 
place so the discharge planners we talked about for 
Toronto/GTA were then available across the province; 
we provided the coordinators; and we of course had the 
flu vaccine available to all people. 

One of the other things we undertook to do at that 
time, and this was in response to comments and feedback 
from service providers, was a review of the RDC— 
redirect consideration—and critical care bypass model, 
and whether it was really serving the purpose for which it 
was intended. We struck a group of people from the field, 
including emergency physicians, emergency nurses and 
CEOs, to review the use of RDC and CCB and whether 
there was something better to replace it. The issue around 
RDC and CCB, and I think you’ve demonstrated this, is 
that it was a tool that was developed in 1989 to deal with 
extraordinary events, events where a hospital has an 
internal type of disaster, should it be a fire or a bomb 
scare or whatever it might be, and it was used very 
infrequently. It was a way of formalizing the need to let 
other people know the status of the hospital. As time 
went on, the use of it increased. It stopped being as useful 
a tool, because it was meant to be a means of quick 
communication between the ambulance dispatcher and 
the hospital emergency department. As it became— 

Ms Martel: Can I interrupt you for just a second? 

Ms Stuart: Yes. 

Ms Martel: I appreciate all of that, but here’s the real- 
ity. The ministry’s response to the auditor’s concern with 
the 10-point plan—we are a year later, after the 10-point 
plan being introduced, and this week we had another 
83% of GTA hospitals sending patients somewhere else. 
I regret to say that I cannot see how the 10-point plan has 
solved the problem. 

The second point I want to make: you mentioned that 
the minister had announced more beds. Is it not true that 
even with the minister’s announcement, which was about 
575 beds, we will have a decrease of 498 beds across the 
GTA from what we had in 1995? Even with her an- 
nouncement of more beds, because of the beds that have 
been cut under this government, we will have 498 fewer 
beds. So we have two problems: we have a 10-point plan 
that is not working, because if it was, we wouldn’t see 
the kind of redirect that we continue to see even as 
recently as yesterday, and we wouldn’t be in a position 
where we actually have fewer beds, which I think is the 
biggest part of the problem with respect to emergency 
rooms right now—that we just don’t have the acute care 
beds. 

Ms Stuart: In terms of the 10-point plan and then the 
follow-up emergency services strategy, and part of that 
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strategy being a review of RDC and CCB, the difficulty 
with RDC and CCB is that it is only useful at that 
nanosecond in time when somebody has registered the 
activity at that point. It’s not useful 10 minutes later or 10 
minutes earlier when there may have been other changes 
in the emergency department. So it gives a false sense to 
those other than the dispatcher and the emergency depart- 
ment of really what it means. Emergency departments are 
always open. Ambulances always have a destination, and 
this was reaffirmed by a standard that was set that allows 
ambulances to override the hospital’s position in terms of 
how accessible they can be at that point in time if the 
needs of the patients warrant that. 

We have acknowledged that there are changes neces- 
sary to that system, and in fact the working group that I 
mentioned earlier, the redirect consideration/critical care 
bypass working group, studied this problem and made a 
recommendation which is now going through a con- 
sultation period with the field. The results so far are very 
positive in terms of a new way of talking between the 
ambulance service, the dispatch centres specifically, and 
the emergency department, which will allow for, I think, 
a more accurate picture of what’s going on in emergency 
departments. 

Ms Martel: So what you’re saying to us is that what 
it’s going to allow for is paramedics perhaps to bring 
those people in when they might not have otherwise 
because of the—I don’t want to use the word “terminol- 
ogy,” but maybe that’s the best way, that people use to 
communicate what the situation is in the ER. 

Ms Stuart: With the redirect consideration/critical 
care bypass definition, it was sort of like turning a 
switch. It was either on or off. First, in the new system 
what we’re looking at is that every patient who is critic- 
ally ill will be brought to the closest appropriate facility, 
full stop. For those people who are less ill, there is room 
for some negotiation, and if a hospital is feeling that 
because of the particular load they’re experiencing at that 
point in time, meaning that they may not have enough 
nurses left over to care for any additional patients at that 
point or they don’t have the equipment, there is an ability 
with this system to alert the dispatch and to start a dial- 
ogue there. They may not be able to take somebody with 
an undiagnosed chest pain because they don’t have a 
monitor, but they could take somebody with an acute 
belly, something going on abdominally. So there’s the 
ability to do that, which is much more flexible than the 
previous system. 

Ms Martel: You’ ve implemented that, right? 

Ms Stuart: We have not implemented that. 

Ms Martel: When do you expect to implement that? 

Ms Stuart: The consultation process will be finished 
at the end of this week, and then the working group will 
be reviewing the findings from the consultations and 
we’ ll be submitting a final report. 

Ms Martel: I wonder if this was the same proposal 
that was referenced in the Toronto Star on February 8, 
and I’m quoting: “Health professionals are praising a 
draft plan to replace the current system of redirecting 
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ambulances from busy hospitals, but they warn it won’t 
solve the problem of overcrowded emergency rooms.” 
Then they reference a Dr Tim Rutledge, director of 
emergency services at North York, who says “‘“The prob- 
lem is not an emergency room problem. The problem is 
not an ambulance problem. The problem is a backlogged 
system.... We don’t have enough long-term care beds, we 
don’t have enough home care, we don’t have enough 
acute care beds,’ adding that a critical shortage of nurses 
means beds cannot open.” 

Is this the same system that you’re talking about? 
There was certainly wide concern expressed that, even if 
you do that, it’s not solving what is at the root of the 
problem. 

1400 

Ms Stuart: I think those comments were made before 
the consultation process even really started, before they’d 
had a formal presentation and an opportunity to ask ques- 
tions and get them answered. There is an acknowl- 
edgement that the patient priority system to replace the 
RDC/CCB system is not going to somehow make the 
pressures that emergency departments feel go away, 
because there are other parts of the system in develop- 
ment. We have long-term care beds that are coming up to 
speed. While we’re waiting for those, there are people in 
hospital who would be better served in a long-term care 
setting, but they’re having to stay in hospital for the 
moment. But those beds are under development. 

The pressures that are felt inside a hospital can 
manifest themselves, certainly, in the emergency depart- 
ment. Some of those are under the hospital’s control and 
others of them are more problematic in terms of nursing 
numbers, etc. 

Ms Martel: Would it be possible for you to table with 
this committee the number of hospital beds in Toronto? 
The figures I have are from a Ministry of Health docu- 
ment—but if you want to table something else, that 
would be great—which shows that the total number of 
beds in 1995-96 has been 11,878, and that even with the 
minister’s announcement of 575, because there has been 
a decrease, we are going to be short 498 from what we 
had in 1995. It would be helpful if you could confirm for 
this committee whether or not that is the case. 

My other question to you is this— 

Ms Stuart: Could I just respond to that one? 

Ms Martel: Sure. 

Ms Stuart: Certainly, we’ll provide the information 
that we have. But the other thing that has to be factored 
into this is that health care has changed so dramatically; 
that in fact things that we were in hospital for maybe 
even weeks—I go back a long way and I used to be a 
nurse. When patients had cataract surgery, they were in 
bed with the lights off and sandbags around their heads, 
lying flat for seven days. Now it’s done as an outpatient 
procedure. 

So the bed number is not magical. It’s not as if we 
must stick with a bed number as being the only measure 
of whether a system can serve the citizens of the 
community, because it’s not just about beds. There have 
been multiple changes. 


COMITE PERMANENT DES COMPTES PUBLICS 


Ms Martel: I understand that, but I 
will be in whether or not the new sys 
going out for consultations on results in 
less critical care bypass. We know— 

Ms Stuart: There won’t be any such 
or Critical care bypass. 

Ms Martel: But then your numbers \ 
Stay the same, right, in terms of peo 
emergency rooms? 

Ms Stuart: When you say “jamming 
rooms, in fact if you talk to the cliniciz 
emergency departments, people who req 
are getting that critical care and gettin 
fashion. People who are using the emerg: 
for all sorts of reasons, instead of ott 
settings may have to wait. If you talk t 
the doctors, they see that as being C 
impact has to be on getting the servi 
critically ill first. 

Ms Martel: But if I might, I even lo 
ber of hours. If you go back five years 
number of hours that hospitals in the 
redirect or critical care bypass, there hi 
mous increase. August 1995, 794 hour 
4,861. That’s just in August. If you do 
total year figures, in 1995, 12,726 hours 
in the GTA were on redirect or critical 
1999, 47,694. Something’s happening 
can’t think is very positive for patients, « 
in emergency rooms or people in the be 
ance. 

Ms Stuart: No, and that’s why the M 
and Long-Term Care, even though you ¢ 
to hear about it, did the 10-point pl 
emergency strategy, because these are v 
because it did add more resources to the 

Ms Martel: I guess the difference we 
did do that a year ago, and if you just loo 

Ms Stuart: No, we did it six months ¢ 

Ms Martel: OK. But that’s one sr 
change that you might make, which you 
to me won’t make a change in redirec 
bypass—the balance of the 10-point p 
place a year, and the most recent statisti 
and critical care bypass show we're s 
around 86% of hospitals in the GTA rec 
critical care bypass. That’s a year after | 
was in place. I fail to see how the 10- 
dressing this problem. Even eight mor 
implemented, the August figures for rec 
care bypass were up over 1,000 hours fr 
And that’s not the flu season, so we cal 
on that. We can’t say it’s more people c 
ency wards or walking in, because the 
Fleuelling inquest showed that from 19 
has been a flat line of people or ambul: 
So we can’t say it’s more people usin; 
rooms; that’s not true. 

So what is the problem, and why can 
it? 
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Ms Stuart: I think we are fixing it, frankly. I 
mentioned earlier that one of the issues is, if you have 
people in your in-patient beds in a hospital who would be 
more appropriately cared for in other settings, that’s a 
way of freeing up those beds for acutely ill people. We 
know that by the end of this year, by December, there 
will be an additional 4,500 new long-term-care beds, and 
that’s going to have an impact. But, no question, there is 
a time lag between some of these decisions in terms of, 
for example, new long-term-care beds or reconfiguring a 
hospital and expanding the emergency department, ex- 
panding the in-patient units or whatever. There is a time 
lag because it takes time to build, and that’s some of 
what we’re seeing now. But we’re starting to see some of 
the results. We do have new emergency departments. We 
do have long-term-care beds that are coming on stream. 

Ms Martel: With respect to the emergency depart- 
ments, can I ask, in terms of the Health Services 
Restructuring Commission process, do we have more or 
fewer emergency rooms in the GTA now than before the 
commission? 

Ms Stuart: That’s a good question. We have and we 
will have fewer emergency departments. However, 
emergency departments that are being rebuilt are being 
built to accommodate the volume of patients that were 
seen by another emergency department that’s closed. For 
example, North York General Hospital’s emergency 
department has been expanded, and that accommodates 
the closure of the Branson emergency department. We 
also have sites that are converting, not into emergency 
departments but into ambulatory care settings where 
they’re able to provide a lot of the primary care services 
people are coming to emergency departments for. 

Ms Martel: Is the problem that we closed some of 
these emergency departments before the new ones were 
up and running, so we have less in an interim period to 
handle the load? 

Ms Stuart: We didn’t close any emergency depart- 
ments before the new emergency departments were open. 
The emergency department at North York General was 
expanded and opened, and Branson closed. The emerg- 
ency department at Wellesley was open; we expanded St 
Mike’s emergency so they could accommodate the 
greater volumes and close the other. 

Ms Martel: When you do this comparison of St 
Mike’s and Wellesley, when you reopened at St Mike’s, 
did you have more capacity than had been at Wellesley 
and St Mike’s combined? 

Ms Stuart: We had more capacity, more stretcher 
spaces at St Mike’s than had been at St Mike’s and 
Wellesley. 

Ms Martel: What about staffing? I’m not sure what 
you mean by “stretcher space.” 

Ms Stuart: By stretcher space I just mean stretcher 
bays. I can’t tell you about the staffing, because I just 
don’t get— 

Ms Martel: Let me back up. When you opened at St 
Mike’s, you had more—I’m going to say—rooms to put 
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emergency patients in than previously when both St 
Mike’s and Wellesley were open? 

Ms Stuart: Yes. 

Ms Martel: Is that the same with Branson and—sorry, 
I forget the other reference. 

Ms Stuart: North York General. I’m going to say yes. 
I can’t remember the details, but I’m pretty confident the 
answer is yes. 

Ms Martel: OK. Do you think hospital restructuring 
has had any impact on what’s going on in emergency 
rooms in the GTA? 

Ms Stuart: Absolutely. As the hospitals are re- 
developed, there’s a period of time when the public is 
confused. They’re not sure where their alliances are. We 
can plan all we want, but people decide for themselves 
where they’re going to receive care. So when a hospital 
or an emergency department or a service that they have 
been used to at one organization isn’t going to be pro- 
vided any longer, the individual makes some decisions: 
“Do I go where my doctor’s going? Do I go someplace 
that’s closer to where I now live?”—those sorts of things. 
So there are those decisions being made. 

1410 

Also, within a hospital, when you’re making the kinds 
of changes that have been made across the province, the 
hospital goes through a period of change, as well as 
developing new services and taking on new services or 
maybe divesting services. 

The Chair: Thank you very much for your attendance 
here today and in December. We look forward to getting 
the various pieces of information that you said you’d 
provide for us. This portion of the hearing is adjourned. 


AUDIT ACT AMENDMENTS 


The Chair: We do have one other matter, and that 
deals with the proposed amendments to the Audit Act. 
This item is on the agenda at the request of the auditor, 
although I fully support him in his request. I'll give the 
floor to Mr Peters at this point in time, and we’ll see how 
we deal with this. 

Mr Peters: It’s also on the agenda because the 
question was raised by the vice-chair of the committee in 
the presentation of my report, that this is an area that 
should be addressed. 

The main purpose of my presentation today is to ask 
this committee to support amendments to the Audit Act 
aimed at permitting my office access to all records of 
certain transfer payments or grant recipients that we need 
to perform our duties under the Audit Act. 

Currently, we can conduct inspection audits of grant 
recipients, which by legislative definition limits our 
access to accounting records only. In other words, we can 
go into a school board and look at their accounting 
records, but we cannot look at any other records that we 
require if we want to do a value-for-money audit. 

I would like to provide you with the background and 
the underlying principles that describe the primary intent 
and the advantages of amendments to the Audit Act. 
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These amendments are necessary so that the Legislative 
Assembly, through its officer—me, the Provincial 
Auditor—can be provided with discretionary assessments 
if transfer payments and grants amounting to more than 
one half of the government’s annual spending are spent 
by the recipient organizations effectively for the intended 
purpose and with due regard for economy and efficiency. 

I deliberately mentioned certain grant recipients 
because, out of the $44 billion that we spent in fiscal 
1999-2000 in transfer payments, it is my view that only 
certain grant recipients should be subject to value-for- 
money audits by my office. 

There’s a brief handout; I just wanted to highlight that 
for you. These numbers are coming directly from the 
public accounts of the province. You see at the bottom 
that they total about $44 billion, and $30.5 billion is 
spent through these organizations. The large ones, you 
can see, are hospitals, long-term care facilities, child wel- 
fare organizations and child care organizations. School 
boards certainly are very large, with $7.7 billion; univer- 
sities, $1.6 billion; grants to colleges and capital grants to 
post-secondary institutions. 

I deliberately mentioned that only certain of these 
recipients should be subject to audit, so let me refer to 
those as the schedule A grant recipients which receive, as 
was said, $30 billion, and the schedule B, $14 billion in 
the fiscal year 2000. 

Simply put, schedule A recipients meet the following 
two criteria: (1) they must be eligible to receive a grant, 
and (2) the government grants the funds with strings 
attached. Such strings may entail direct compliance with 
relevant legislation, spending the funds cost-effectively 
and only for specified government program purposes. 
The recipients of schedule A grants—I outlined to you 
the larger one when I went through the schedule. 

Most of these grant recipients operate within different 
but, in most cases, quite inadequate accountability frame- 
works with the fund-granting ministries. This is a very 
important matter. I note that the legislation for the man- 
agement of accountability to the government of transfer 
payment recipient organizations, the Public Sector 
Accountability Act, which was promised in 1997, has not 
yet been drafted. I have no indication where that legis- 
lation stands in the government’s priorities, nor should 
the proposed amendments to the Audit Act be dependent 
on introduction of this Public Sector Accountability Act, 
because I just don’t know when this is going to happen. I 
propose that schedule A grant recipients be subject to 
full-scope compliance and value-for-money audits by my 
office. 

Schedule B recipients also receive grants based on 
eligibility, but unlike schedule A recipients, they are not 
subject to stipulation about how their grants should be 
spent and there are no strings attached. 

The principal schedule B grant recipients are general 
welfare or family benefit allowance recipients, medical 
practitioners who receive OHIP payments and pharma- 
cists who are paid under the drug benefit program. So 
schedule B grant recipients need not, and indeed should 


not, be subject to audit by my office. In other words, how 
a welfare recipient spends his or her money is none of my 
business. In fact, it’s none of the Legislature’s business 
either. 

That all transfer payment recipients should be subject 
to value-for-money audits by the Office of the Provincial 
Auditor to enhance accountability has been clearly sup- 
ported over the last 10 years. It has been supported by all 
three parties in the Legislative Assembly. It has been 
supported by two private member’s bills, of which one 
died on the order paper and the other has just received 
first reading. It was supported by the standing committee 
on public accounts in 1989-90 and again in 1996. In both 
cases the support was based on public hearings. And it 
has been supported by the Minister of Finance in prin- 
ciple in a letter he wrote to this committee in 1996. Yet in 
spite of all the support, including the motions of this 
committee, no action has been taken to amend the Audit 
Act. 

Among the documents provided to you by the 
researcher was a letter from the minister to me dated 
November 21, 2000. I would like to read to you salient 
extracts from a letter I wrote in response to the Minister 
of Finance on January 25 this year. In this, I referred to 
the fact that: 

“..on December 20, 2000, Bill 180, the Audit 
Amendment Act, 2000, sponsored by Mr. John Gerret- 
sen, received first reading. The stated purpose of the bill, 
as worded in its title, is: to ensure greater accountability 
of hospitals, universities and colleges, municipalities and 
other organizations which receive grants or other transfer 
payments from the government or agencies of the Crown. 

“As such, the proposed amendments address the same 
core issues which you,” the minister, “referred to in your 
letter of September 26 ... to the standing committee on 
public accounts.... Similar to Mr Gerretsen’s bill, my 
earlier proposed amendments are designed to enhance the 
ability of the Legislature to hold certain organizations 
receiving government grants accountable for the prudent 
use of taxpayer funds by allowing my office to access the 
necessary information to conduct discretionary value-for- 
money audits of these organizations. 

“As far back as 1990,” as I said before, “the standing 
committee on public accounts has expressed its desire for 
the Provincial Auditor to have the legislated discretionary 
authority to carry out value-for-money audits of organ- 
izations receiving government grants. In 1992, Mr. Mike 
Harris stated in the publication A Blueprint for Learning 
in Ontario, that ‘as recommended by the standing com- 
mittee on public accounts, the Provincial Auditor should 
be allowed to perform value-for-money audits of 
ALL’”—and that’s his emphasis; he put it in block 
letters—‘‘agencies and recipients of government funds.’” 

‘In 1996,” as I said before, “the standing committee 
on public accounts unanimously endorsed my proposed 
amendments.” 
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I’m concerned—I’d say a few other things; I was told 

we had to wait for the Who Does What restructuring in 
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the letter in 1996. But that was relatively unimportant to 
this process, largely because municipalities receive very 
little in terms of transfer payments, so Who Does What 
was not directly related to that. It may have been related 
to the fact that certain other programs may have been 
shared between the municipalities. In any event, that was 
the reason given in 1996 as to why the minister at that 
time agreed in principle with the amendments but did not 
wish to proceed at that stage. 

“I am concerned about the apparent further delays 
since over a decade has passed since this issue was first 
raised, and the amendments are still ‘under considera- 
tion.’ Over the last decade the proposed amendments 
have been endorsed by all three political parties and by 
the all-party standing committee on public accounts.” 

The minister also says in his letter that he would like 
further consultation with the stakeholders. Quite frankly, 
their views were made known to the standing committee 
on public accounts in 1996 and again way back in 1989, 
and in both cases the committee formed its conclusion 
based on their presentations as well. 

“All valid concerns expressed by stakeholders at that 
time were taken into account in drafting our proposed 
amendments that the committee submitted to you in 
1996.” 

The minister also made reference to the Ontario 
Financial Review Commission’s recommendations. I said 
to that, in my letter to him: 

“As well, you have asked for any additional informa- 
tion on how amendments to the Audit Act would comple- 
ment the Ontario Financial Review Commission’s 
recommendations. I believe that there is an important role 
for my office to play in improving public sector account- 
ability which is one of the key focus areas of the 
commission’s work. 

“Amending the Audit Act as proposed would put my 
office in line with the legislative audit offices of six other 
provinces in Canada whose legislation permits the initia- 
tion of discretionary full-scope value-for-money audits of 
transfer payment recipient organizations. Such audits are 
designed to independently validate performance in- 
formation and to provide recommendations to improve 
performance and thereby add value to the public sector 
accountability relationships.” That is what the Ontario 
Financial Review Commission was also asked to exam- 
ine: how to improve accountability relationships. “As 
with other Canadian legislative audit offices, my office is 
uniquely positioned and suited to provide independent 
assessments and advice on performance and account- 
ability relationships to both the government and to the 
Legislature.” 

I said to the minister: 

“Your support for the intent of the proposed amend- 
ments was indicated in your 1996 letter in which you 
stated that you agreed with the principles upon which the 
draft bill to amend the Audit Act was based. Accord- 
ingly, and with this letter, I respectfully request a 
response as to whether you are willing to support amend- 
ments to the Audit Act to conduct discretionary full- 
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scope value-for-money audits of transfer payment 
organizations. 

“In connection with the drafting of any amendments to 
the Audit Act, I would be pleased to receive advice from 
... the Ministry of Finance and of the Management Board 
Secretariat on the proposed wording of the amendments. 
However, the final drafting of the bill should be the 
responsibility of my office and legislative counsel, in a 
direct working relationship with the sponsor of the 
proposed amendments of the Audit Act.” 

These are the key points I made to the minister. 

I would now like to apprise you of the funding and 
staffing history of my office over the last 10 years. For 
this purpose, I have prepared for you three charts 
showing the funding and staffing history of my office 
relative to all legislative audit offices in Canada in 
relation to Ontario’s revenues and expenditures, and I 
have a handout which has been prepared. 

If I may, Pll make one introductory comment. I’m 
presenting this to you not to pre-empt my request for 
estimates, which, as you know, is dealt with by the Board 
of Internal Economy; I’m presenting this to you because 
under section 29 of my act also the chair and vice-chair 
of this committee are invited to attend the review of my 
estimates with the board at that time, and I thought it 
would be worthwhile in this connection for the 
committee to have an appraisal of the situation, where we 
stand. 

The first chart shows the comparison of audit office 
costs per thousand dollars of government revenue and 
expenditures—in other words, which we audit—our 
budget in relation to that. You will see on the right-hand 
side of the chart that Ontario spends six cents per 
thousand dollars on my office. Quebec, being the nearest, 
spends two and a half times more in relation to their 
revenues and expenditures. I take Prince Edward Island 
out of the equation largely because it is a relatively small 
government and therefore basically having an office 
provides a large percentage. But if you go to Alberta, 
which has been used very often as a benchmark, we are 
looking at an office that is funded at over five times the 
rate of mine, in relation. So these are the dollars. 

If we translate this into the audit office staff members 
and the expectation of audit, how much we expect each 
staff member to audit, you will see that Ontario clearly is 
funded on such a basis that I would expect one of my 
staff members to audit over $1.4 billion of government 
expenditures a year. The nearest is the federal govern- 
ment, on this chart, which expects $620 million, and it 
goes down all the way to Alberta at $317 million, or 
roughly one fifth, and Newfoundland at one seventh, PEI 
again being an exception. 

You can see that my office in relation to the other 
offices in Canada is significantly lower-funded. In fact, I 
am of quite a bit of concern to my colleagues across the 
way, because they are starting to question how we can be 
effective. 

The last chart I thought I’d show you is from 1991, on 
the history of my staffing complement in relation to 
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government revenues and expenditures. As you can see 
from the chart, ultimately, by the year 2000, government 
revenues and expenditures since 1991 have increased by 
about 38% and the complement of my office has 
decreased by 25%. I thought I would just apprise you of 
this situation. 

There were two fundamental reasons why I did this. 
Reason one is to illustrate to you that my office’s 
resource situation is worsening. Regardless of whether 
the Audit Act is amended or not, my office requires 
better funding to serve the Legislature. Bluntly speaking, 
currently we do not have the resources to conduct audit 
examinations with the frequency dictated by risk assess- 
ments. Also, when you as a committee, for example, give 
me special assignments such as the Bruce deal, I will 
have to go to the Board of Internal Economy for extra 
funds. I estimate right now that, as a minimum, we will 
look at $90,000 to $100,000 alone in money to hire 
special assistants to deal with that situation. 
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Also, one other feature which concerns me is that we 
cannot afford the legal and specialist staff which other 
legislative audit offices can afford. To give you one 
example, the federal Auditor General actually has a 
number of lawyers and economists, statisticians, on staff. 
I can’t afford that. I have no legal staff, I have no econ- 
omists, I have no statisticians. In fact, I should tell you 
that way back when I was an Assistant Auditor General 
of Canada, 21 years ago, I ran one audit, for example, 
with 35 staff members. I don’t have anything like that. 
Here, the maximum we have on any audit is about five 
staff members, and at that time I had five accountants and 
30 specialists. They ranged all the way from fleet 
management specialists, because we were doing the 
Department of Supply and Services, to mathematicians 
and what have you. So that was one reason. 

The second reason is simply to ask this committee for 
its support to allow my office to serve the Legislature 
better on two fronts: firstly by amending the Audit Act so 
we can conduct discretionary value-for-money audits of 
certain grant recipients—that has been supported all 
along—and to ask you to support my request to 
strengthen the resource base of my office. 

With that, I open it up for questions. 

The Chair: Questions and comments? 

Mr Sampson: Are there particular amendments that 
you have proposed to be considered by the committee? 

Mr Peters: Yes, we have, actually. In the 1996 meet- 
ing, we provided the whole proposal, with each para- 
graph outlined with what the change would entail. The 
principal thrust of these issues, of course, is in the area of 
being able to audit transfer payment recipients, but there 
are also administrative changes. 

Mr Sampson: We don’t have those before us. 

Mr Peters: No. I’m quite prepared to provide you 
with a copy, but I didn’t know whether you wanted to go 
that far at this meeting. 

Mr Sampson: Let’s just talk in generalities. It might 
be a bit helpful. Most of these organizations where you 





would propose having the value-for-money audit func- 
tion currently have the requirement to have auditors in 
one way or another report to the shareholders or to the 
organizational executive on a reasonably regular basis. 
Are you proposing to do an audit in addition to them, in 
conjunction with them, in lieu of them? How do you see 
that role shaping up? 

Mr Peters: We have given quite a bit of thought to 
that. The statutory audit that most of these organizations 
are subjected to—let’s be concrete about it: for example, 
hospitals or universities—have private sector CA firms 
provide audits of their financial statements. The act as it 
is currently written allows me only to redo their work, 
which of course is a total waste of money. I quite frankly 
don’t presume that I can do a different— 

Mr Sampson: They’re making sure all the credits and 
debits are in the right place, if I’ve got my auditing 
language correct from my 10 minutes of MBA. 

Mr Peters: Indeed, you have it correct. But what they 
don’t do is value-for-money audits. 

Mr Sampson: Is that because they aren’t directed to 
do those audits in the first instance? 

Mr Peters: For two reasons. The first one is that it 
costs quite a bit of money. Value-for-money audits are 
not an inexpensive kind of audit; there’s no doubt about 
that. The second one is that normally the boards 
themselves are not, as a routine, that interested in that. 
The purpose of value-for-money audits, why it is a 
unique feature of auditors of the Legislature, is really to 
give you, the Legislature, a sense of whether value for 
money is achieved, or some assurance whether value for 
money is achieved in ministry operations and in other 
operations. As I said, in other provinces the legislative 
auditor has been given the mandate to do this for these 
transfer payment recipients as well. So it would be to 
report, essentially, to this forum on the value-for-money 
audit. 

Mr Sampson: Just to continue with that illustration— 
and I don’t mean to pick on the hospital sector—you say 
that the interest of the boards might not necessarily be a 
value-for-audit interest. That may well be the case. I 
would say, as we go forward, that we would certainly 
encourage them to be a little more focused on the value- 
for-audit results, especially as they relate to levels of 
service for the amount of money we’re spending, or that 
they’re spending on our behalf. So I’m just trying to 
understand. Let’s assume they become more focused on 
quality and value of service in addition to their fiduciary 
obligations to make sure the debits and credits are in the 
right place and everything adds up. Let’s assume they 
become far more focused on making sure the dollar is 
properly spent and not just spent. Would you see them 
instructing their corporate, private auditors to do that 
role, or do you see your doing that role? I’m still 
struggling with—let’s say Price Waterhouse is auditing 
XYZ hospital, and the board says, “We want you to audit 
and tell us whether we’re getting good value for the 
money we’re spending as it relates to service.” In your 
view, is that something they could do, should do, can do? 
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And what would your involvement be in that type of 
assignment? 

Mr Peters: If it were done right now, I couldn’t have 
any assignment. I couldn’t participate, largely because, 
first, historically, when one of my predecessors decided 
to audit universities, the universities immediately hired 
lawyers— 

Mr Sampson: Yes, they were somewhat upset with 
that. 

Mr Peters: They were very upset at that time. They 
hired lawyers. 

Interjection: Hospitals were upset. 

Mr Peters: Yes, hospitals were upset about it as well. 
And there’s another issue— 

Mr Sampson: See what lawyers do? They get you 
into trouble. 

The Chair: If there are any lawyers there, that’s 
probably why he gets work done. 

Mr Peters: Or they kept him out of trouble. 

The lawyers were essentially asked, “What is an 
accounting record?” That’s what an inspection audit is 
defined as in ours. What they virtually came up with was 
that it was the books of account and that sort of thing. 
But, for example, they specifically opined that as a result 
I would not have access to the reports of other auditors. I 
would not have access to even the management letters 
that were written to a particular organization as a result 
of a financial statement audit. They were not deemed to 
be accounting records; therefore, I couldn’t look at them. 

If the right of access to information that would be 
granted under this act would indeed spawn value-for- 
money audits initiated by boards of directors, I would 
welcome it and I would work with it. 

Mr Sampson: I think we’re all driving in the same 
direction—believe it or not—that we would like to make 
sure the dollars being spent, by whomever in government 
on behalf of the taxpayers, are spent wisely and fairly and 
effectively and efficiently—all these lovely words. I 
guess where I have a bit of a problem is that I wouldn’t 
want boards of directors who are given that responsibility 
by government to somehow feel they’ ve been discharged 
from that responsibility by saying, “The auditor will do 
the audit, so we really don’t have to make sure our 
auditor looks at it.” I’m a bit worried about the usual 
finger pointing that can go on as a result of that. I would 
be a lot more comfortable with saying to those who 
manage these little businesses—don’t go ballistic on me, 
Shelley—with a value-for-audit type of function right in 
their obligation and that you have some ability to look at 
that. 

Mr Peters: You’re making an extremely valid point, 
and one that really worries me in this whole exercise. 
Actually, let me answer in two ways. First, if, say, the 
Toronto General were to hire PricewaterhouseCoopers to 
do an audit, the reporting responsibility of Price- 
waterhouseCoopers would be to the board. The ministry 
and, even less, you as legislators would not find out the 
state of affairs in that, in regard to value for money, 
because the report would be addressed to the board of 
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directors. That points out the other problem that was 
identified in proposing the Public Sector Accountability 
Act of 1997, that actually there was no proper, legislated 
accountability framework in place for the management of 
these transfer payment organizations. 
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To give you a very extreme example that I ran into in 
the beginning, and I think it still exists, universities is one 
example. When we talked to the Ministry of Colleges and 
Universities, which was at that time in existence, then 
stopped and is now in existence again—and the working 
relationship is very much improving currently on that 
particular front, and I’m pleased to note that. But when 
the ministry asked universities for financial statements, 
the universities could say, “Go away. We won’t give 
them to you,” because there was no legislation in place. 
There was no requirement at all for the ministry to 
receive this information. 

Mr Sampson: We’re talking more than just financial 
statements, aren’t we? The financial statement would just 
tell me the money was spent, as opposed to answering the 
question we’re asking: was it spent wisely? That’s the 
question, is it not? What I’m saying is, wouldn’t it be 
nice to say to the universities, “That’s part of your 
obligation”; that in addition to telling me the money was 
spent, and it’s not sitting in some other bank account in 
some other country in somebody else’s name, it was 
spent properly. That, to me, should be the responsibility, 
if you will—it might be the wrong word, but I’ll just use 
it anyhow—of the person who is in charge of the 
organization. How your office responds to those reports 
and that responsibility I think probably needs to be dis- 
cussed. I’m not fully convinced it means you need to go 
in and do that value-for-money audit on all these organ- 
izations. It may well mean you need to review those. I 
don’t know. That’s why I asked the question about the 
amendments. I would like to see the amendments, to see 
what exactly it’s asking— 

Mr Peters: I can provide them to you, but the amend- 
ments just straightforwardly say remove the limitations 
that access information that I can only look at if I’ m— 

Mr Sampson: Is it just access to the information or is 
it the ability to do the audit? 

Mr Peters: No, no. The ability to do the audits I have. 
I have that under my act. 

Mr Sampson: They just won’t let you have the 
information. 

Mr Peters: I just don’t have the information to do it 
with. 

Mr Sampson: A slight problem, right? 

Mr Peters: There’s a problem in the act, that I cannot 
have the information I need to do the audit. I would do it 
discretionary. I would also hope very much that this 
would become simply a catalyst for action. In other 
words, I will not usurp the responsibility of management 
to manage for value for money—that remains their 
responsibility, regardless—but simply the fact that on 
behalf of the Legislature I can look at an organization 
that, say, receives hundreds of millions of dollars of tax- 
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payers’ money and know that they are spending it actu- 
ally for the purpose intended. 

Mr Sampson: What would be the reach of this access 
to information? Would you see this going to the muni- 
cipal sector? 

Mr Peters: No. Quite frankly, I don’t, because the 
municipalities are separate. Also, currently the way 
municipalities are funded by this government, we have 
gone out of the transfer payment grant business essen- 
tially. So there are no longer strings attached. Even 
before that, when we started the debate in 1996, the 
grants to municipalities were really unconditional. 
There’s no point in me looking at how they spend un- 
conditionally granted money, because the taxpayer has 
given this to the municipalities and has attached no 
conditions. 

Mr Sampson: With the exception that now a lot of the 
grants are conditional on certain programs and certain 
events. 

The Chair: They’re starting up again. 

Mr Sampson: There’s a certain city in which we’re 
sitting now that’s looking for an unconditional grant. The 
chances of that going without any strings are pretty 
remote, I would have thought. 

Mr Peters: The minute there are strings attached, the 
first line of action is really for the government to em- 
power the ministry that provides the grant to have some 
sort of monitoring or supervisory function to ensure that 
the money is properly spent. That is number one. But the 
audit is just the assurance that it is happening. To give 
you an example, let me just illustrate one particular 
situation that we ran into in the university sector. The 
universities were funded at that particular time on the 
basis that they got so many dollars per every student 
enrolled in the liberal arts program, so many for MBAs, 
so many for science programs etc throughout. The forms 
arrived at the ministry. The ministry added them up and 
said, “Yes, here’s the cheque.” But the ability of the 
Legislature to actually assure themselves, even as a mini- 
mum, that this information had been properly reflected 
was not there. 

The Chair: Or that the money was spent for the 
programs it was supposed to be spent for. 

Mr Peters: Or was spent for the programs that it was 
supposed to be spent for. This is one of the other things 
that is currently happening, and which I quite frankly 
endorse by the government, that our grants are far more 
directed now; we are seeing for a specific purpose. We 
have long debates, for example, on university funding, as 
to whether—you know, the universities are very 
conscious of academic freedom and all that sort of stuff. 
The ministry is far more aimed in saying, “Yes, we’ll 
give you the money right now, but you have to create 
spaces to meet the boom, echo and the double cohort” 
and that sort of thing. We would then, through this, have 
the ability, if we wanted to—under this fully dis- 
cretionary basis. I assure you that out of the 181 hos- 
pitals, I don’t have the resources. If I can look at one a 
year, I’d be really doing well, at least with the current 
resource level. 


Mr Sampson: My point is, it seems to me we need to 
put the value-for-money responsibility in the right place 
first, those to whom we write the cheques, before we 
unleash somebody to go in to be able to audit that, 
because otherwise you’ll have the responsibility resting 
on the wrong shoulders. Do you see what I’m trying to 
say? 

Mr Peters: Yes, I agree with you. I don’t want to 
really audit into a vacuum. 

Mr Sampson: Yes, and that’s what worries me, that 
you'd be doing that unless we say to the hospital boards 
or—what do they call them in universities?—the boards 
of governors, “Making sure the money is properly and 
effectively spent is your responsibility. Right? Hello? 
You got it? Knock, knock.” Once they figure that out, 
then maybe their audits, where they engage PW or 
whoever to do them, would be far more a value-for- 
money focus as opposed to taking debits and credits, 
which you’ve got to do anyway to do the value-for- 
money audit. 

Mr Peters: I would endorse that, but I would say to 
you that by acting on amending the Audit Act, that in 
itself would be a tremendous catalyst for action to get the 
other side going in that regard, because right now it’s not 
getting going. I would love to see it get going. I don’t 
like very much using the Audit Act as a tool of that 
nature, but it strikes me that after 10 years of wrestling 
with this, after the government spending $30 billion a 
year on this sector, any push we can give to improve 
getting value for money for the taxpayer is really—and if 
the push is through just simply removing this limitation 
of scope in my Audit Act right now, it could very well 
act as the real catalyst to moving this ahead. 

There have been members from various parties—I’ ve 
been continually quoted—who wanted me to move in. At 
least three members have phoned me directly about 
institutions in their ridings. They wanted me to take a 
look at those organizations, whether they are managed 
properly. I had to say them, “Look, yes, you can persuade 
the standing committee on public accounts to pass a 
motion that I could look at that, in this case colleges and 
universities, but I have to say to you that they can shut 
the door on me because they can point to my act and say, 
“You can’t look.’” 

Mr Sampson: Another one would be to say they’ve 
got to hire PW or somebody to do a value-for-money 
audit and you get to see it. That would be another way to 
do it. 

Mr Peters: That’s right. But technically even that 
could be denied me because they have legal opinions 
saying those kinds of reports are not accessible to me. 

Mr Sampson: OK, but assuming we could get 
around—I don’t mean “get around,” but solve those legal 
hurdles, right? 

Mr Peters: There’s one way. For example, when the 
Honourable Elizabeth Witmer was the Minister of 
Labour, she solved it on the Workers’ Compensation 
Board in a fairly neat fashion. She wanted value-for- 
money audits done at the Workers’ Compensation Board 
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and she simply asked the Legislature for legislation that 
said that all value-for-money audits would be done under 
my direction but paid for by the Workers’ Compensation 
Board. 
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Mr Sampson: Frankly, that’s where I’m coming from 
too. I think the universities—it should be part of their job 
as governors to make sure the money is properly and 
fairly spent. In fact, that should be what some of their 
auditors are paid to do. As you and I probably know, very 
few of them are doing that. 

Mr Peters: Yes. We are in this situation where we 
have wrestled with this for 10 years. We have had mas- 
sive support from this committee; it has been unanimous 
every time. The present Premier—who at that time, in- 
cidentally, was a member of this committee—was very 
strong on this point. 

Mr Sampson: You mean there’s some hope for some 
of us? 

Mr Peters: Sure. 

Subsequently, there was unanimous consent to do this 
in 1996. All I can do is urge you again. I’m saying that 
it’s not extending the powers of my office. It’s not that I 
want to assume responsibility. It is simply— 

The Chair: After five years, I’ve finally found some- 
thing I agree with him on. 

Mr Sampson: Then I’m against it. If Gerretsen’s 
agreeing with you, I think it’s a bad idea. 

The Chair: The mere fact that all these other 
institutions are fighting it tells me something. 

Bruce, do you have a comment or question? 

Mr Bruce Crozier (Essex): Yes, if they’re done. 

The Chair: Oh, sorry. Mr Hastings first. 

Mr Hastings: Mr Peters, thanks for the indicators 
here. I must say that while they are somewhat useful, 
they don’t really help me in trying to make intelligent 
determinations about how effective a program is or 
whether you’re getting value for dollar for a science 
program over a liberal arts program or more care in 
paediatrics over old age, which are not very comparable. 

Could you produce for us a chart that would indicate 
how much your office has saved over the years, by min- 
istry, or probably better still, by specific projects you’ ve 
been assigned—I know this committee has assigned you 
stuff over the years—where you can point and say that of 
these three special audit assignments, these recom- 
mendations—and you’d have to list them all—we man- 
aged to save $150 million or $2 million or whatever. If 
you could measure it that way, I think you’d probably get 
more support from the committee. 

I find this way, where you have 6 cents for every 
$1,000 spent or received for Ontario, and then you look 
at PEI, which is about the size of Peterborough—a great 
city—and you’ ve got BC and Alberta. It’s done on a unit 
basis. We’re bigger, so obviously we’re not spending as 
much money. Your argument, your business case would 
be that you need more money to hire more auditors to 
carry out some of the things you want to do and 
recommend. I know that’s the traditional way of meas- 
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uring or using indicators to say you’re behind, in essence. 
I’m saying, yes, it’s appreciated; it’s got some validity. 
But in my estimation, you’d have greater validity if you 
could have another chart, some way or other, either by 
specific audits, which we know you’ve done because this 
committee recommended it, and we worked at both, and 
then you did it by ministry or agency as well. To me, 
you’d have a more persuasive business case. That’s my 
first perception. 

Secondly, I’d like to ask you about these transfer 
agencies, which we still don’t have very much account- 
ability over. Do you think that if the Audit Act doesn’t 
get amended—it really isn’t the way to tackle it for 
transfer agencies, is it, that you have to amend each 
university act and community college act to do some- 
thing like Ms Witmer did with the WSIB? You’d amend 
the University of Toronto Act or the UWO act or the 
Queen’s act, to say, “You, the board at Queen’s, are 
going to have to do an audit function for value for money 
for your operations over the last three years, and you’re 
going to have to pay for it.” Is there a way around it: 
instead of amending each act, amending the Audit Act 
under which your office operates? 

Mr Peters: Let me answer the last question first. The 
draft of the amendment to the Audit Act that we have, 
which we developed in 1996, was developed together 
with legislative counsel. This is the most streamlined way 
of dealing with the situation, rather than amending every- 
body’s act that is in there. I described the Workers’ 
Compensation Board situation as an example. However, 
the Workers’ Compensation Board is considered a trust. 
It’s not even included. Technically, it’s not a grant 
recipient; it’s entirely funded by employer payroll taxes. I 
just cited it as an example of one way we could have 
value-for-money audits. We could work together with a 
board of directors of a transfer payment agency and say, 
“You do the audit. Can it be done under my direction?” 
But for that, I need these amendments to the act, because 
I need to get at all the information. They have to show 
me their plans and whatever is going on. 

Mr Hastings: To cover all transfer agencies. 

Mr Peters: To cover all transfer agencies. But of 
course, we would be very judicious. For example, there’s 
no point in my wanting to audit General Motors of 
Canada because they receive a $10,000 grant under some 
apprenticeship program. As a minimum, I think the 
starting point would be an organization that receives a 
massive amount of its revenue, as a percentage of total 
revenue, from the taxpayer. 

The second part: When you talk about dollars, it’s 
something I’m a little reluctant to do. The value of my 
audits—I could argue for you right now, for example, 
that when I came in 1994 and persuaded the government 
of the day to go to the modified accrual basis of account- 
ing from the cash basis that was carried out at that time, I 
have an indication from the rating services that that 
shaved as much as 0.5% off the interest we were paying 
on the provincial debt. If you want to measure that, 
you’re talking about half a billion dollars. 
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Mr Hastings: That’s a good example. 

Mr Peters: That’s only one, and my budget is $8 
million a year. 

The Chair: Eight billion? 

Mr Peters: Eight million dollars, with an “‘m.” 

The other example—in certain years we have done it. I 
forget the exact year, but we identified savings of over 
$100 million that could be achieved in one year alone. 
But—and it’s a big “but”—-we also must be able to per- 
suade the organizations to implement the recommenda- 
tions to achieve those savings, because I can only make 
recommendations. It depends very much on that. I’ll give 
you an example. 

When we did the colleges audit, we identified that the 
colleges were asking at the outset for money based on the 
number of “bums in seats,” to use the colloquial phrase: 
“We need so many dollars, because we have so many 
students in the classroom.” We found there was no 
follow-up as to whether that number of students actually 
materialized. When we did a calculation of some of the 
colleges, we found that the taxpayers would have saved 
$17 million in one year if they had subsequently adjusted 
the funding to the actual number of students that showed 
up in the college system. 

Mr Hastings: We still haven’t done that, have we? 

Mr Peters: Pardon? 

Mr Hastings: That still hasn’t been done, the example 
you’re talking about. 

Mr Peters: That’s right. 

Mr Hastings: We’ve been doing it on the traditional 
body count. 

Mr Peters: What I’m saying is, we make recom- 
mendations. But I wouldn’t like to take credit for savings 
that were not achieved because the ministries didn’t 
follow our recommendations. 

Mr Hastings: Then let me ask you this: the time I’ve 
been on this committee, I get the impression that we are 
somewhat frustrated by the presentation of the material at 
both ends. By that I mean you have a ministry that comes 
in and we examine some slice of that ministry. Right now 
it’s long-term care with the ambulances. Corrections will 
be some slight slice—it will be not the whole thing, but 
we’ll look at a slice of it. That accounts for as much as 
you get to look at in that whole operation. 

1500 

Do you think it might be better if we reconfigure the 
way we approach some of this stuff and you approach it 
in terms of giving slices of programs or a whole 
program? For example, if you had the amendment to the 
Audit Act that allowed you to carry out value-for-money 
audits in the hospital sector, your traditional approach 
would be to go and look at the whole operation, 
expenditure-wise, of that facility or of their buildings, if 
they have them, right? You’d look at the credits, you’d 
look at the debits, the number of people, if they’ve got 
interest in certain accounts. It would be a very traditional 
fiscal approach, right? 

Mr Peters: No. 

Mr Hastings: No? 


Mr Peters: No. That’s what I’m saying: I don’t want 
to duplicate that, because Ernst and Young is doing that 
for the Queensway-Carleton Hospital in Nepean and 
KPMG may be doing it for the Toronto General. 

Mr Hastings: But when you do a value-for-money 
audit, you are looking at some of the programs in that 
facility, correct? 

Mr Peters: In a hospital, we would look at the 
hospital as a whole. 

The Chair: No, but he’s just talking in general; you 
do it anyway. 

Mr Hastings: What I’m trying to get at is for us to 
make better decisions about whether you do get real 
value for a dollar, if you did a comparative analysis of a 
program—for example, where you have hospitals that 
have a pediatric function, they actually have X beds, 
they’ve got X doctors and support staff; they have to 
have the equipment, they have to have specialized stuff. 
To me, even though they might have a pediatrics 
program in a community hospital that’s pretty small— 
there may be only nine or 10 births every 40 days, 
something like that, or 15, whereas at Sick Kids they 
have a pediatric function, or one of the Toronto hospitals 
down here, that can probably handle, I don’t know, 40 or 
50 births per month, minimum—to me, if you look at that 
program for pediatrics in neonatal care and all of those 
babies being born, I would get more understanding of 
whether we’re getting value for money in that program. 
Even though your facilities may be a little different, 
you’re still getting a closer comparative than if you look 
at a value-for-money function across a number of pro- 
grams within that institution only, because you haven’t 
got anything to really compare it to. You don’t have 
somebody who was a miserable failure and somebody at 
the other ends who was an extreme success. You don’t 
have those comparatives; all you’ve got is the compara- 
tive for the money for a certain function within that 
facility: Sunnybrook, a university like Laurentian, 
wherever it might be. You don’t have the specifics, 
because you’re not comparing the actual activities, 
responsibilities, salaries, for everybody in the same unit, 
even though they may be smaller. Do you see what I’m 
getting at? Program effectiveness. 

Mr Peters: You’re raising a number of very inter- 
esting questions. Let me try to answer them. Let me just 
walk you very quickly through the audit process. 

We do a survey of the particular program. That’s why, 
for example, in the Ministry of Health you would find 
today we’d looked at the ambulance services, as one 
program. 

But we develop the audit criteria, that is, the bench- 
marks or criteria against which we audit, at the outset of 
the audit. We agree on those with the management. It’s 
their own criteria. It’s criteria that we have from inter- 
national standards or wherever these things are de- 
veloped. That’s why, for example, when we did the 
ambulances, we looked at response times for code 4s, 
standards set in other jurisdictions etc. “How do we com- 
pare? How we know we’re doing well?” That’s really the 
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question we’re asking. “What criteria are you using that 
this program or this particular unit, the pediatrics unit, is 
managed well? How do you know that?” We develop 
from that our audit program and then we do the actual 
testing, how we perform against those criteria agreed 
upon between the management and ourselves in that 
particular program. And the report that results from that 
is what you’ll see. So we give you a fairly good snapshot 
of the performance of this particular program. What 
you’re getting at in many respects is something that is 
currently under development—and we are helping in that 
development—and that is performance reporting by 
management itself on its program performance, unit 
performance, whichever segment they choose to perform 
on. 

Mr Hastings: Whatever facility. 

Mr Peters: Or facility, or whatever they have to 
perform. That is actually a by-product that virtually 
almost goes by the wayside. But when you look at, for 
example, questions that were raised today on response 
times and other things, that will then spawn in the 
ministry initiatives to look at those. The ministry will say 
in their response, “Yes, we’re now going to look at 
response times. We are going to make them consistent. 
We are going look at whether critical bypass is really an 
appropriate measurement or whether there are other 
measurements that should be carried out.” That is what I 
call the intangible and that’s why I can’t give you dollar 
values for this. But this is what has happened in virtually 
every audit that we have done on value for money. It has 
focused management on performance, and that I think is 
what you want and we want. What we are saying in this 
Audit Act amendment is that this is one way of making 
the transfer payment recipients focus on performance. 


I would like performance management in the whole 
system. I agree with you, Mr Sampson, that it should not 
be an abdication. There should be performance manage- 
ment of every program, of everything we do for the 
taxpayer, whether we deliver the program ourselves as a 
ministry, whether we’re using outsourcing or whether 
we’re using a transfer payment partner to deliver the 
program. 

Mr Hastings: So conceptually we may be a little 
ahead of the curve. It’ll take probably another decade 
then, you’re thinking, to instill this performance culture, 
standards, benchmarks, into management of all these 
ministries and agencies? Because you can only do certain 
things at certain times when you look at specific 
programs, right? 

Mr Peters: For the sake of the taxpayer, I hope it 
happens a darned time sooner. All I’m saying to you is 
that from my perspective as the auditor— 

Mr Hastings: You see it. 

Mr Peters: I can see it happening and I can see it 
getting a better push if I can look at performance in- 
formation other than financial performance information 
in transfer payment organizations. That’s all I want in my 
proposal under the Audit Act. 


Mr Hastings: Does that mean then that if you were 
hiring anybody you’d need to have some people in place 
who are more than just CAs, CGAs; that you’d need 
efficiency experts from industry? Do you need that kind 
of capability? 

Mr Peters: From time to time only, because very 
often we rely on—we do it in ministry programs already. 
Why I’m mentioning, for example, the Bruce deal is that 
I don’t have anybody on staff—and they’re very rare and 
few and far between—who can actually assess a nuclear 
plant, who can say, “Is this place doing well? Are things 
going right?” There are certain specialities where I need 
that outside advice, but normally we have relied on the 
expertise from the ministries and the auditees, because 
very often—well, you heard from the answers today. The 
people definitely gave the impression that they were on 
top of the situation. They were maybe not getting things 
done as quickly as we all want them to do but at least 
they were doing things and they had started to have a 
direction and knew where they were going. 

1510 

Ms Mushinski: I think of Agricorp, and I wonder why 
you can’t do what it is that you want to do now. 

Mr Peters: Agricorp I can do. I can do value-for- 
money audits. 

Ms Mushinski: That’s not considered a transfer 
agency? 

Mr Peters: No, it’s not a transfer partner. The transfer 
partner is normally an organization that is not owned by 
us; it’s owned by others. It has its independent board of 
directors, like a hospital would have, for example, or 
others. Agricorp is a crown-controlled—it’s an agency of 
the crown. Those I can do. 

Ms Mushinski: So the Bruce nuclear plant you 
couldn’t do? 

Mr Peters: No, them I can do— 

Ms Mushinski: And Pickering. 

Mr Peters: —because OPG is now fully owned by the 
Ontario government. It’s wholly owned by the taxpayers 
of the province. 

Ms Mushinski: So really, then, the things you can’t 
do are those that may well be funded by the provincial 
taxpayer but not owned by the provincial taxpayer. 
That’s what you’re saying, essentially. 

Mr Peters: That is one distinction, but John just made 
a very valid point to me. If it’s merely crown-controlled, 
there would also be a concern that I could only do value- 
for-money audits based on instructions from you, and 
deal with it in some other way. Crown-controlled I can’t, 
but I can do it with an agency like Agricorp. For ex- 
ample, we did a value-for-money audit two years ago of 
the LCBO. Again, there we can do it. It is the ownership 
structure of the unit that drives this. 

The Chair: I think if you look at this list, it pretty 
well indicates the type of organizations where you don’t 
have the power now. 

Mr Peters: That’s right, yes. Long-term-care facili- 
ties, I don’t; children’s aid societies, I don’t; hospitals, 
universities, colleges, school boards, I don’t. Some of the 
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organizations involved in—well, some are direct pay- 
ments, like— 

Interjection. 

Mr Peters: Yes, that’s the point. These organizations 
are not controlled by the government, but they are 
spending our money on our behalf. 

Ms Mushinski: So the governance structures of these 
organizations—and there’s a whole myriad of them. 'm 
thinking non-profit, for example. 

Mr Peters: Over 10,000. 

Ms Mushinski: Yes. there are thousands if you look 
at Comsoc, for example. But surely there is some 
requirement under the bylaws of these organizations, 
which usually have community boards—you mentioned 
children’s aid societies, for example, and there’s a whole 
string, I would think, of local organizations that stem 
from the children’s aid societies. Is there not some sort of 
overarching provincial requirement for them to spend 
taxpayers’ money prudently, and how is that enshrined 
within the bylaws of all of those thousands of 
organizations out there? 

Mr Peters: What we found, for example—Comsoc is 
a very good example. About two years ago, I believe, in 
1998, we did an audit of transfer payment accountability 
within Comsoc, where we looked at the organization. 
They spend about $2.1 billion on about 3,400 organ- 
izations in that alone. It seems to be in a constant flux as 
to what the role of the director is. We made a recom- 
mendation outright as to, if we fund the organizations, 
does the government actually have a responsibility to do 
something about director orientation, training, advising 
members of boards of directors what they ought to be 
doing? 

Ms Mushinski: Liability is another example. 

Mr Peters: Liability was, of course, the first one that 
came to mind, but most of the time there is an indemnity 
provision that they’ re indemnified nght off the bat. 

Governance and accountability is certainly one area 
that I have been trying to pursue directly with organ- 
izations. I make presentations to universities’ chairs on 
governance and accountability and to various other 
organizations, the Canadian Mental Health Association 
etc, on this particular issue, but that is almost like a 
hobby. That is almost outside my mandate, just some- 
thing I do. 

Ms Mushinski: Non-profit work that you do for a 
non-profit organization. 

Mr Peters: That’s about the size of it. 'm delighted 
to do it, I should add. But there is no overarching, as you 
put it, assurance that there is value for money. What is 
happening is that the ministries are actually left to some 
sort of contractual or budgetary arrangement with these 
organizations. For example, they have a budget stream 
where they say, “We'll give you so much money,” and 
then there is an accountability back as to how they spend 
it. But, for example, what we found in Comsoc is that the 
reliance is entirely on financial statements. Very often 
they are big organizations and they don’t identify, to 
come back to Mr Hastings’s example, individual pro- 
grams. For example, many of these financial statements 
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will not identify the individual programs that were 
actually funded by the government. 

In another situation, we found that they deliberately 
overstated the budgetary requirement. We found one 
Organization that squirreled away $1.5 million because 
they wanted a new capital facility and they knew they 
wouldn’t get it from the government, so they overstated 
their operating requirements, created a fund and then 
built it. 

Ms Mushinski: Municipalities have been doing that 
for years. 

Mr Peters: Yes, I know. We found one that had the 
same road under construction for 20 years, actually 
funding the salting and— 

Mr Sampson: It wasn’t Kingston, was it? 

The Chair: That will be stricken off the record. 

Mr Peters: I don’t name names. 

Mr Sampson: The John Gerretsen freeway. Is that the 
one? 

Mr Peters: I hope that answers your question, but 
that’s really the best I can do. I can only come forward 
and say, “Look.” I would much rather have a sound 
accountability framework in place, but since that is a 
long-term process, if I can give it a push through 
amending the Audit Act in this way, I urge you, let’s give 
it that push. 

Mr Crozier: My comments will be relatively brief 
because if you were to go back a few years when I was 
on this committee—and besides, I want to get on the 
record that I want to get out of here and go see my brand 
new first grandchild. 

Interjections. 

Mr Crozier: You were mentioning hospitals. Our 
daughter’s at Women’s College. 

Interjections. 

Mr Crozier: A girl, Emma Claire, yesterday after- 
noon at about this time. 

Mr Sampson: So get out of here, go. 

Mr Crozier: Yes. But when you mentioned hospitals, 
one of the best has got to be Women’s College Hospital. 

Anyway, my comments are on the record from several 
years ago when I was on this committee. I’ve been a 
supporter of the Provincial Auditor, Mr Peters, and his 
staff when it comes to value-for-money audits. I am 
certainly a believer in them. I just want to point out that, 
in my view, the Provincial Auditor holds a unique 
position, as does the Auditor General of Canada—and 
somewhat to Mr Sampson’s comment about, couldn't 
some of these organizations have value-for-money 
audits? They very well could, but the Provincial Auditor, 
in this case, holds a unique position in our democratic 
and accountable system. I therefore think there is 
definitely a role for the Provincial Auditor to play vis-a- 
vis private auditing firms. 

So I hope that this committee supports those amend- 
ments. It would appear as though we have supported 
them in the past. Interestingly enough, it even appears as 
though the government accepts that recommendation but, 
for whatever reason, there has always been foot-dragging 
on this. I would just hope that this government, which 
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has at least a couple of years left in its mandate, accepts 
that this committee supports the recommendations— 

Ms Mushinski: Minimum. 

Mr Crozier: If that’s the case, then all the more 
reason why you should want to be accountable to the 
public, and this is one way you can do it. 

The point is, I support the Provincial Auditor and I 
hope this committee does as well. 

The Chair: Can we get the actual amendments—this 
gets back to something Mr Sampson raised right at the 
very beginning—-so that at least the committee could take 
a look at the actual amendments? 

Mr Sampson: Yes, I think, Mr Chair and Mr Peters, 
you should take it that we are extremely interested as a 
government in getting value for the taxpayers on money 
that’s being spent. I think the point I was trying to make 
is that I’m not too sure we’ve got stage one sufficiently 
done to unleash stage two, which would be the role of the 
Provincial Auditor to make sure things happen. Having 
said that, I think your point about having a stick hanging 
around would be helpful in getting finished with stage 
one. That’s a very valid point. 

I think it would be helpful, Chair, if the amendments 
were brought forward again to the committee, that 
another approach be made, certainly by your office to the 
Minister of Finance, Mr Flaherty, to see if he has a 
renewed interest in this, and to start to flesh out how 
those roles should be struck between your office and the 
responsibilities that I would see, frankly, of the people 
we write the cheques to to spend the money properly. I 
really want to make sure we’ve got that working first. 
Maybe we need the stick, but in the absence of that I can 
just see a ton of people saying, “I’m only here to count 


beans, not to make sure they are beans as opposed to 
carrots or whatever.” That’s a terrible analogy but I'll use 
it. 


Is that helpful to you, sir? 


Mr Peters: I’d be glad to provide these proposed 
amendments. There are some updates in it. The funda- 
mental document is four years old. One of the issues we 
raised, for example, and it’s of interest to another 
committee at the moment which is involved in that, is the 
access to health records. For that, I voluntarily arranged 
for the privacy commissioner to actually draft the 
provisions that you find in here. They were drafted by the 
privacy commissioner. 


Mr Sampson: The other thing that concerns me, as 
well—I’ll just interject—is that I wouldn’t want to get 
7,000 transfer payment agencies developing 14,000 
different ways to approach value-for-money audits. That 
scares me a bit. As you probably know, they can be 
designed to get the results you want to get, as part of the 
design process as opposed to part of the result process. I 
would be really worried about each group going off on its 
own and establishing its own criteria. So maybe there’s a 
role to be played by your office in establishing those 
fundamental criteria as to what value-for-money audit 
means, so we don’t get those 14,000 different versions, 
which would be, frankly, worse than what we’ve got 
now, which is nothing. 


Mr Peters: That’s an educational aspect. It’s very 
much a part of it. 

The Chair: Thank you very much. We stand 
adjourned until 10 o’clock tomorrow morning. 


The committee adjourned at 1524. 
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The committee met at 1043 in room 228. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF CORRECTIONAL SERVICES 


Consideration of section 3.04, institutional services 
and young offender operations. 

The Chair (Mr John Gerretsen): I’d like to call the 
meeting to order. Welcome to everybody here this 
morning. 

I noticed, Mr Deputy, that you have a prepared state- 
ment. Did you want to make that statement first, while 
we’re waiting for the minister? Did I understand you 
correctly, that the minister is expected to be here this 
morning? 

Mr Morris Zbar: Yes, it’s my understanding that the 
minister will be joining us. I believe he would like to say 
something first, and then I’d be happy to make my 
statement, if that’s OK. 

The Chair: OK. I’m going to ask the indulgence of 
the committee, then, since we’re starting somewhat late, 
that perhaps this morning’s session can go until 12:30, if 
that’s all right. 

Mr Peter Kormos (Niagara Centre): Agreed. 

The Chair: That will allow the minister and the 
ministry to make their presentation. Then we’ll still have 
three 20-minute rounds for each caucus. Is that agree- 
able? 

Mr Mario Sergio (York West): Mr Chair, I see we’re 
coming back at 1:30. So if it’s over at 12:30 we can still 
be back at 1:30. 

The Chair: We can still come back at 1:30. I’m sure it 
won’t take more than that. 

Good morning, Minister. It’s a pleasure to have you 
here this morning. We are not normally graced by the 
presence of a minister of the crown at this humble com- 
mittee process, but we’re glad you’re here. 

Hon Norman W. Sterling (Minister of Consumer 
and Business Services, Minister of Correctional Ser- 
vices): Good morning. Thank you very much, Mr Chair- 
man. As you know, I have only recently been given this 
opportunity to be the minister of corrections and I, quite 
frankly, don’t know how long I will hold that post, but 
we shall see. 

I thought I would just make a few opening remarks 
before my deputy, Morris Zbar, who is sitting to my left, 


carries on. No doubt he will be able to more specifically 
answer your questions with regard to the auditor’s report. 


One of the things I have found since I have been 
appointed as Minister of Correctional Services is that I 
have gained a greater understanding of the difficult job 
that our correctional staff have across this province. I 
have read many of their letters to me as the minister, their 
e-mails, and have really been impressed with their com- 
mitment to corrections and their hard work and the diffi- 
cult task they have in delivering this essential service that 
we have in our province. 


I would like to say to this committee that I am truly 
excited about the transformation of our correctional sys- 
tem into one that’s safe, efficient, effective and publicly 
accountable. Reforms are long overdue in this particular 
area of our jurisdiction. If we look back over the last 30, 
40 or 50 years, little has been done to try to consolidate, 
update, rebuild, deal with the many small and outdated 
prisons that we have had across our province. 


I must, however, emphasize that I am dismayed at 
how expensive it is to run our jails. The per diem rate in 
1999-2000 is $140 per bed in our adult institutions. What 
is truly surprising is just how much the older institutions 
cost the taxpayers of the province. The Sault Ste Marie 
jail, for instance, has a per diem rate of $226.10 for each 
inmate each day. On the other hand, the Toronto West 
Detention Centre costs the taxpayers only $85.27 per day 
per inmate. 


The Provincial Auditor has written in his report that 
our correctional system is plagued with chronic absentee- 
ism. The average number of sick days for correctional 
staff is about 20 per year. The average number of sick 
days for the Ontario public service is about 10 days per 
year. While every institution is different and of course 
there are different factors with regard to absenteeism, it is 
a problem more at some jails than at others. For instance, 
the Burtch Correctional Centre has an average number of 
sick days of almost 21. The small Walkerton jail has an 
average number of sick days of about nine. 


This absenteeism must stop. We must make better use 
of the taxpayers’ money. The ministry will take measures 
to address this problem. I am heartened to know that the 
ministry will publish the average number of sick days for 
each institution on a regular basis. This way, the public 
will have the opportunity to view for themselves the 
performance of their local jail. 
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I am pleased about the ministry’s attempts to secure 
private sector partners for the delivery of correctional 
services. If the public sector enjoys a monopoly for cor- 
rectional services, there is little incentive for innovation. 
By introducing the discipline of the market, I believe the 
public system will improve too. The competition between 
the publicly and privately operated jails will ultimately 
be good for the staff. Through competition, we will 
introduce a sense of mission to encourage the creativity 
of correctional staff. 

1050 

As you may be aware, the Penetang jail, which is 
being built at the present time and is near completion, 
and the Lindsay jail, which is I believe about halfway 
completed at this point in time, are identical institutions. 
One will be run by the private sector and one will be run 
in the public sector. It will be the perfect opportunity for 
us to compare the success of each institution and com- 
pare what is in the interests of the taxpayer. With regard 
to the Penetanguishene jail, at this point the pre-qualified 
bidders should be well on their way to developing their 
bids that meet or exceed our ministry’s high and tough 
standards. I am proud that this government, unlike many 
governments of the past, is finally addressing the chal- 
lenges of delivering correctional services in a modern 
age. 

I apologize that I will not be able to stay very long, but 
I know Mr Zbar, my deputy, will be in a position to 
answer your questions. Before I go, I would entertain 
some generic questions of some nature if you have them, 
but I only have a very short period of time because I’m in 
another committee of cabinet at this time. 

The Chair: That’s unfortunate. We were going to 
give you all the time to answer all the questions that the 
members would have. 

Does the committee agree that we will allow each 
caucus five minutes to question the minister on his state- 
ment? Is that agreeable? 

Mr Bart Maves (Niagara Falls): Agreed. 

Mr Kormos: No, it’s not agreed. 

Ms Marilyn Mushinski (Scarborough Centre): But 
you'll live with it anyway, right? How many minutes do 
you want? 

Mr Kormos: I don’t want to ask the minister ques- 
tions. He’s here for five minutes for each caucus; far 
more important is to be able to talk to the bureaucrats. 

The Chair: All right. There will be no questions, then. 
Thank you very much for your presence here today, Mr 
Sterling. Have a good day. 

Deputy Zbar, the media has left; the floor is yours. 

Mr Sergio: Mr Chair, if I may, I have a motion to 
present to the committee. May I be advised when it’s the 
appropriate time to introduce it? 

The Chair: I would suggest that if there is a motion, 
we deal with it before our adjournment at the end of this 
morning. 

Mr Sergio: Fine. Then I will be more than pleased to 
introduce it now, Chair. 

The Chair: Now? 


Mr Raminder Gill (Bramalea-Gore-Malton-Spring- 
dale): He said at the end. 

Mr Sergio: At the end? OK, that’s fine. 

The Chair: Mr Deputy, go ahead. 

Mr Zbar: Good morning and thank you very much. 
I’m going to introduce my senior team. They will be up 
here helping me answer questions. One of them has just 
left the room, so I’ll wait until he returns and I’ll con- 
tinue with my remarks and introduce them at the end. 

Oh, you’re back. I’d like to introduce John Rabeau, 
who is the assistant deputy minister for adult institutions; 
Deborah Newman, who is the assistant deputy minister 
for community and young offender services— 

The Chair: Excuse me for a moment. Yes, Mr 
Maves? 

Mr Maves: We were just conferring. Why don’t we 
have that motion introduced now so that between now 
and the end of the day, at lunch and whatever, we can 
have an opportunity to look at it and look into it? 

The Chair: Fine. Will you read the motion in, and 
then we’ll have copies of it produced. 

Mr Sergio: This motion actually was introduced yes- 
terday by our colleague Mrs McLeod and it was defeated 
yesterday by the committee. Subsequent to that, the Pre- 
mier did indicate, when he was questioned on this same 
motion, that he would have no problem to look at it and 
have it introduced and have it approved. Therefore I’m 
going to make my motion now. 

I move that the Provincial Auditor be asked to investi- 
gate the value-for-money aspects of the decision by Can- 
cer Care Ontario to provide after-hours radiation therapy 
through a private clinic rather than in-house. 

The Chair: The motion is out of order since the exact 
Same motion was dealt with yesterday. 

Mr Sergio: Mr Chair, the Premier has no problem in 
looking at this motion, so I would ask the indulgence of 
the Chair and the members of the committee to accept the 
motion. 

The Chair: Unless there is unanimous consent— 

Mr Sergio: I would request unanimous consent. 

The Chair: Is there unanimous consent? 

I heard a no, so there is no unanimous consent. That 
particular motion, since it is exactly the same as yester- 
day’s motion, is out of order. 

Mrs Lyn McLeod (Thunder Bay-Atikokan): May I 
ask, Mr Chair, does that mean that a motion dealing with 
a similar topic and the same intent would be substantially 
the same? 

The Chair: There has to be a substantive change. 

Mrs McLeod: Then in terms of the Premier’s re- 
sponse yesterday, I’m just surprised that there was a no. I 
would have thought that the government members of the 
committee would have wanted to entertain this motion, 
given the Premier’s obvious enthusiasm to have value- 
for-money audits done in a circumstance like this. He 
made that quite clear this morning. That was why the 
motion was being reintroduced. I’m not sure whether 
government members might want to be asked for 
unanimous consent again later in the morning, after 
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they’ve had a chance to determine whether or not it’s 
government policy to deny value-for-money audits. 

Mr Gill: Chair, I’m just going by what you had said, 
that this motion was dealt with yesterday. But we might 
be willing to reconsider it, if you allow us to put it on the 
table again. I’m just going by what you said, that this was 
an identical motion, which was dealt with and defeated 
yesterday. 

The Chair: The committee can do whatever it wants 
by unanimous consent. I asked before if there was 
unanimous consent to allow the motion to be dealt with 
today and there was not. 

Mr Sergio: The motion, the way it stands, is not based 
on the comments of our member across the room here, it 
is based on the fact that the Premier himself yesterday, 
subsequent to the introduction of the motion and defeat 
of the same, did express willingness and support for the 
motion. Therefore, we thought it would be more than 
appropriate to reintroduce the motion. Ms McLeod, 
unfortunately, does not have voting rights, so she cannot 
introduce the motion. I’m doing that on her behalf to give 
the opportunity to the members and the Premier to look 
into this matter accordingly. Again, based on the 
information coming across from the government side, 
I’m willing to reintroduce the motion and hopefully have 
the vote reconsidered and allow not only the members of 
this committee, but the Premier, to really look into the 
depth of the motion. 

Mr Maves: The Premier is not on the committee. 

Mr Sergio: I can appreciate that. 

The Chair: I will ask again, is there unanimous 
consent for this motion to be dealt with? 

Mr Kormos: Agreed. 

The Chair: I didn’t hear a dissent that time, so the 
motion will be dealt with. I suggest that we deal with it at 
1720. 

Ms Mushinski: I’m sorry, Mr Chair, but it was my 
understanding that this committee was going to be 
meeting until 12 today, and there isn’t any opportunity 
for me to be here at 12:30; I have a long-standing 
commitment at 12 until 1:30. So I’m wondering if we can 
possibly deal with it prior to 12. 

The Chair: OK, we can deal with it now, if you’d like 
to have a discussion. 

Mr Maves: Not only that, Chair, but when I requested 
initially that he introduce the motion now, I also said that 
we could deal with it at the end of the day; we’d have 
lunchtime to consider the motion. 

The Chair: All right, we can deal with it at the end of 
the day, then. I’m at your disposal. 

Mr Sergio: Do you consider 12:30 the end of the day, 
or 1:30? 

Mr Maves: No. 

The Chair: No, these hearings go on in the morning 
and in the afternoon, depending upon how many correc- 
tions delegations there are presently in front of us. At the 
end of that process, I am suggesting that the motion be 
dealt with. 
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Mr Kormos: Mr Chair, this bickering is really 
generating high anxiety. I’m having a hard time dealing 
with it. 

The Chair: We don’t want to give you any anxiety 
attacks or anything like that, so we’ll now listen to the 
deputy and we’ll deal with this motion later on today. 

Mrs McLeod: Is the committee sitting until 12:30 this 
morning? 

The Chair: This morning the committee is sitting till 
12:30, by unanimous consent earlier, and we’ll come 
back at 1:30 to conclude the rest of the day. 

OK, Mr Deputy. 

Mr Zbar: Thank you very much. I think I got as far as 
introducing John Rabeau. Deborah Newman is the 
assistant director of community and young offender 
services. She just joined us from our Kingston regional 
office a short while ago. Brian Low is the executive lead 
of our alternate service delivery. They’ll be joining me 
up here as soon as I’m finished my comments, to provide 
further— 

The Chair: They can join you right now, if they so 
wish. It’s entirely up to them and you. 

Mr Zbar: Thank you. 

I'd like to begin by saying that our ministry is under- 
going unprecedented change through our transformation 
strategy; the minister referred to it. Our correctional 
system is being transformed into one that achieves im- 
proved results, increased public safety, more secure and 
efficient institutions, greater accountability and lower re- 
offending rates. As always, public safety and the en- 
hancement of public safety is the government’s and the 
ministry’s number one priority. The government is com- 
mitted to creating a results-based, efficient correctional 
system that spends taxpayers’ dollars more effectively. 
1100 

A number of initiatives are underway to help us 
achieve these transformational goals. I need to stress to 
you that, as the minister mentioned, the change that we’re 
undergoing in corrections is major. It’s on all fronts, it’s 
very complex and it’s going to take time. But the changes 
in part were precipitated by the auditor’s remarks in 1995 
or so, when he spoke about the expense of the system and 
about trying to get costs into line. That was one of the 
reasons for initiating some of this change. 

Under the infrastructure renewal project, or IRP, the 
ministry is replacing and updating what are considered to 
be some of the oldest and most inefficient facilities in the 
country. The government is also making both institu- 
tional and community settings safer for our staff by 
introducing a zero tolerance policy for violence against 
correctional staff. 

Another initiative, the new earned remission program, 
will make inmates accountable for their actions by re- 
quiring them to earn their remission by actively partici- 
pating in work and rehabilitation programs and by abid- 
ing by institutional rules. 

Also linked to offender accountability is the intro- 
duction of a drug and alcohol testing program. Offenders 
both in institutional and in community settings will be 
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required to submit to random drug and alcohol tests to 
ensure that they are complying with institutional rules or 
release conditions. 

The ministry is also in the process of establishing a 
dedicated system for young offenders, which includes 
transferring young offenders currently residing in facili- 
ties shared by adults to facilities solely for young offend- 
ers. This dedicated system will focus on specific pro- 
gramming, with a dawn-to-dusk approach that will apply 
strict discipline measures for youth to achieve better 
results in correcting unlawful and antisocial behaviour. 

The ministry is also working on many community- 
based improvements and, as a result of last year’s budget 
announcement, is now in the process of hiring an 
additional 165 probation and parole officers. This is part 
of our community strict discipline approach, and these 
probation and parole officers will provide more frequent 
and intensive monitoring of offenders serving their 
sentences in the community. 

I’]] speak more about these and other initiatives in a 
few minutes, but first I’d like to provide a brief overview 
of the correctional services in this province. 

As I’ve mentioned, the government’s top priority is 
public safety. The preservation and enhancement of pub- 
lic safety is paramount in all of the ministry’s planning 
and decision-making. That being said, ministry staff per- 
form a very complex and difficult role as the custodians 
of the province’s correctional system. 

The ministry’s mandate is to supervise the detention 
and release of inmates, parolees, probationers and young 
offenders within an environment designed to encourage 
changes in behaviour through the appropriate balance 
between punishment and rehabilitation to reduce the 
likelihood of reoffending. To facilitate these changes in 
behaviour, the ministry provides supervision, training, 
treatment and related services designed to create oppor- 
tunities for successful personal and social readjustment in 
the community. 

I'd like to refer you to the quick facts attachment 
included in your package that we provided. It gives you 
some of our operational data, and I’ll just review a few of 
the numbers. 

In terms of numbers, over the past year, on any given 
day, there were approximately 73,000 people under the 
supervision of the ministry. That’s on any given day. 
This number includes the approximately 7,400 adult 
inmates and 700 young offenders in the province’s cor- 
rectional institutions. To better understand the current 
correctional system, it is important to note that ap- 
proximately 88% of our offenders are sentenced to 
community supervision, and only 12% of offenders are 
incarcerated. 

On the adult side, the ministry has custody of adult 
offenders sentenced to terms of two years less a day, 
accused persons on remand awaiting trial or sentencing, 
persons held for immigration hearings and deportation 
and persons awaiting transfers to federal prisons to serve 
sentences of two years or more. The average length of 
sentence in Ontario for adults is 83 days for male 


offenders and 52 days for female offenders. The average 
length of stay for remanded offenders is 27 days. 

In the community, the ministry is responsible for 
supervising all adult offenders who are on probation, 
conditional sentence or provincial parole. The average 
probation order for adults is 492 days, or approximately a 
year and a half. 

The ministry also supervises young offenders between 


~16 and 17 years of age, the majority of whom are in- 


volved with the correctional system for up to three years. 
The average length of a secure-custody order is 91 days 
for males and 52 days for females. The average length of 
open-custody order is 86 days for males and 69 days for 
females. 

The remaining young offenders are supervised in the 
community while on probation or alternative measures, 
such as community service or restitution. The average 
length of community supervision for young offenders is 
about 15 months. 

You'll recall that one of the ministry’s goals is to 
effect changes in behaviours through supervision and by 
providing training, treatment and related services. With 
relatively short terms of incarceration, it’s a challenge to 
be able to impart positive behavioural changes through 
programming for inmates. That is why some of the 
recently announced initiatives, such as the new earned 
remission program, are so important. 

The government introduced the new earned remission 
program as part of Bill 144, the Corrections Account- 
ability Act. As I mentioned, offenders will now have to 
eam the privilege of early release by actively partici- 
pating in rehabilitation programs and demonstrating posi- 
tive behaviour, instead of being automatically credited 
with remission for early release. Inmates will not earn 
remission or will lose remission already earned by failing 
or refusing to actively participate in treatment or work 
programs, violating the zero tolerance policy for violence 
against correctional staff, failing to demonstrate that they 
are drug- and alcohol-free, or failing to meet standards 
for positive behaviour. Essentially, the new earned remis- 
sion program will encourage positive behaviour in in- 
mates by providing the incentive for them to gain the 
Skills that will help them reintegrate into the community 
upon release. 

Other components of this act include: implementing 
random drug and alcohol testing for offenders both in 
institutions and in the community; reconstituting the 
Ontario Board of Parole into the Ontario Parole and 
Earned Release Board—the authority responsible for 
making all conditional release decisions except adminis- 
trative temporary releases, such as attending a medical 
appointment; establishing a clear accountability frame- 
work for all public-private partnerships for the delivery 
of correctional services; and creating local boards of 
monitors, with members appointed from the local com- 
munity, for Ontario’s correctional institutions. 

The drug and alcohol testing component of this bill 
will also work to address safety concerns both in institu- 
tional and community settings, and help to identify 
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offenders in need of assistance with substance abuse 
problems. Substance abuse is a known factor contributing 
toward criminal behaviour. In Ontario, about 80% of 
adult inmates sentenced to incarceration in provincial 
correctional institutions and about 60% of adult offenders 
serving sentences in the community are found to have 
some degree—and I stress “some degree”—of alcohol or 
drug dependency. Drug and alcohol testing within 
Ontario’s correctional system will provide the ministry 
with the tools to respond to problems related to alcohol 
and illegal drug use, and to hold offenders accountable 
for their behaviour. 

Under Bill 171, the Victim Empowerment Act, the 
government introduced several initiatives to strengthen 
the rights of victims within the provincial correctional 
system. If passed, this bill would: allow greater partici- 
pation of victims in parole hearings; introduce a process 
to monitor, intercept or block communications between 
inmates and others where it is reasonable for safety and 
security of other persons and institutions—this, by the 
way, is done in other jurisdictions, including the federal 
correctional system; introduce grooming and appearance 
standards for inmates serving sentences in correctional 
institutions relevant to security, health and safety issues; 
and introduce standards of professional ethics for all staff 
involved in providing correctional services, whether 
employed by public or private operators. 

Another important government commitment is to 
modernize the province’s correctional system, which falls 
under the infrastructure renewal project that I mentioned 
earlier. The IRP involves expansion and security upgrade 
projects and the construction of a number of new 
correctional institutions to replace aging facilities. These 
projects will help transform an outdated correctional 
system, with facilities that predate Confederation, to one 
that is safe, secure, effective, efficient and accountable. 
They will also create a better regional balance in the 
delivery of programs across the province. 

A key aspect of the modernization is the introduction 
of a new design for our facilities. The ministry looked at 
correctional facilities in many jurisdictions worldwide. 
The result is a made-in-Ontario design that will create a 
safer environment for both staff and inmates. This will be 
achieved through improved sight lines, restricted inmate 
movement and the introduction of advanced security 
technology. 

1110 

The various initiatives I’ve outlined for you illustrate 
the magnitude of change that our ministry is undergoing. 
This change will have many benefits, both in the near and 
distant future. Ontario’s correctional system truly is in 
the process of transformation to a modernized system, 
and there are costs related to the extensive changes that 
are underway. However, the ministry is continually 
working to manage operating expenses. 

One of the ministry’s most problematic issues is the 
cost associated with staff absenteeism and overtime. The 
ministry is very concerned with absenteeism and is im- 
plementing a number of initiatives to address attendance 


problems. The ministry is currently reviewing attendance 
records of individuals with excessive absenteeism and 
considering appropriate action. In addition, a new unit 
has been created within the ministry’s human resources 
branch specifically for case management. The ministry is 
also assessing the tracking and reporting features avail- 
able through the new Workforce Information Network 
system to enable the most efficient collection and 
reporting of attendance data. 

Building on the success of our public-private partner- 
ships in delivering correctional services such as those for 
open-custody residences, the province is continuing to 
pursue partnership opportunities with public and private 
service agencies. These partnerships will assist the minis- 
try to deliver the most safe, secure, efficient, effective 
and accountable service to the people of Ontario. Intro- 
ducing partnerships into the system will help the prov- 
ince’s correctional services to achieve improved results 
and to reach a proper balance of detention, correction, 
and accountability. The province believes that both pub- 
lic and private operators of jails can produce acceptable 
results provided the focus of the operation is on deliver- 
ing these results. 

Public safety is our top priority, and all correctional 
facilities, whether publicly or privately run, will be 
required to meet the same high standards for safety, 
security and efficiency. 

Public accountability is of great importance to the 
ministry. To that end, as part of Bill 144, the ministry 
will be introducing local boards of monitors for all of the 
province’s correctional institutions. The boards of mon- 
itors, whose members will be appointed by the govern- 
ment, will have three main functions. 

The first is to act as independent observers of the day- 
to-day operation of the institution. Board members will 
help evaluate and monitor the provision of adequate care, 
supervision and programs for offenders in accordance 
with stated safety and security standards, and approved 
regulations and procedures. 

The second is to provide a link between the com- 
munity and the institution. Members will be able to edu- 
cate the public about corrections and to address public 
concerns. They will also provide management with a 
community perspective on institutional decisions. 

The third is to provide advice on the operation of the 
correctional facility and the impact on the community. 
Board members will fulfill this role by regularly visiting 
the institution, sitting in on programs, and meeting with 
management, staff and offenders. 

The last item I would like to address is that of treat- 
ment programs. It is estimated that 15% to 20% of the 
inmate population suffer from some form of mental 
health problem. Therefore, the provision of appropriate 
treatment programs is a significant requirement for the 
ministry. 

The government will be placing correctional and treat- 
ment facilities in the same location to enhance oper- 
ational efficiencies, reduce the need to transfer offenders 
between facilities and make better use of the professional 
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services available. By locating correctional and mental 
health forensic services in the same place, the Ministry of 
Correctional Services and the Ministry of Health will 
both realize operational cost savings. These savings will 
be reinvested in establishing safe, secure mental health 
facilities for offenders with serious mental disorders, 
whose needs will be better served by these new facilities. 


The government will be constructing two state-of-the- 
art facilities in Brockville and North Bay to accom- 
modate and treat offenders with mental health problems. 
For the Brockville facility, the ministry is partnering with 
the Royal Ottawa Hospital for the delivery of treatment 
and forensic psychiatry services. These projects will 
result in a significant increase in the number of adult 
treatment beds. 


Offenders under community supervision are referred 
to the appropriate community resources for the delivery 
of mental health treatment, and their progress is mon- 
itored. The additional probation and parole officers being 
hired by the ministry will be able to provide more fre- 
quent and intensive supervision of offenders serving sen- 
tences in the community. This intensive supervision will 
be especially important with certain types of offenders, 
including those with specific mental health problems. 


The province is continually looking at ways to deliver 
the safest, most secure, effective, cost-efficient and 
accountable correctional system possible. The ministry 
has a difficult and complex business to run, with many 
competing priorities and many challenges. However, 
public safety will always be our top priority. The trans- 
formation strategy is leading toward a more modern, 
efficient and effective system that is safer for both the 
public and our staff, and also our offenders. 


The new programs aimed at making offenders more 
accountable for their actions will work toward better 
preparing offenders for reintegration into the community 
through work and rehab programs. Smoother reinte- 
gration of offenders into the community will lead to 
lower reoffending rates. 


Of course, giving victims a stronger voice and 
protecting victims of crime are of great importance to the 
government and the ministry. Together with our justice 
sector partners, the Ministry of Correctional Services is 
working to better integrate the services and programs 
provided to victims of crime. The ministry’s role is to 
protect and support victims while holding offenders 
accountable for their conduct. Initiatives include im- 
proved services to victims of domestic violence through 
implementation of the May-Iles jury recommendations 
and proposed legislation to allow for greater victim 
participation in the parole process. 


Victims of crime are also provided with a victim sup- 
port line, VSL, and a victim notification system, VNS. 
This VNS provides registered victims with automated 
telephone notification of any changes in an offender’s 
release status. It also advises of upcoming parole hear- 
ings, allowing victims to express their concerns or pro- 
vide any information they feel is relevant. 


I hope in my brief comments I’ve been able to provide 
you with a sense of the magnitude and scope of change 
that our ministry is undergoing and our commitment to 
continuous improvement. We will now make an effort to 
address any questions the committee may have. 

I'll stop, but I just want to make one more brief com- 
ment. We have approximately 7,500 staff. They are very 
dedicated people. They work extremely hard under very 
difficult circumstances. What we’re trying to do is create 
an environment that will support our staff and therefore 
provide better service to the province and to the people in 
the province. Thank you. 

The Chair: Thank you very much, Deputy. We will 
now have questioning, starting with the Liberal caucus. 

Mr Sergio: Mr Chair, how much time do we have per 
caucus? 

The Chair: I suggest 25 minutes per caucus. That will 
take us right to 12:30. 

Mr Sergio: Thank you very much for appearing 
before the committee, Mr Zbar, with members. I’ll have a 
few questions with respect to safety and accountability, 
including the economy and efficiency within the system. 

My first one to you is that the average daily inmate 
count, and that goes for both youth and adults, dropped 
between 1996 and 1997 by some 6%, but the operating 
expenses have not come down accordingly. As a matter 
of fact, they have gone up by some 19% between 
1995-96 and 1998-99 or 1999-2000. Can you give us a 
reasonable explanation of the stage where we are now 
and why it is that we have, I would say, a reasonably 
sharp drop in the average number of inmates but the 
expenses have gone up dramatically since 1995? Why is 
that? 

Mr Zbar: Id be pleased to try and give you an 
answer that I hope you find suitable. There is no question 
that we have an expensive correctional adult institutional 
system especially. That was pointed out in the provincial 
audit of 1995. In fact, we are the second highest in terms 
of per diem in the country, after Newfoundland. That’s 
why we’re modernizing our correctional system, that’s 
why we’re building our new facilities, to bring the costs 
down. If we don’t, the cost drivers in terms of old, 
inefficient jails are extremely high, and the only way to 
deal with that is to create operating efficiencies. That’s 
what we’re in the process of doing. 

As you know, the new facilities are not on line yet. 
They’ll be coming on line very shortly: Penetanguishene 
in the summer, Lindsay the following spring, and Maple- 
hurst, which is a major retrofit, in the next couple of 
months. It’s at that time that we hope to see the per diems 
start to come down. 

1120 

I just want to speak about the last five years, the time 
that the auditor looked at this. Part of the costs were also 
created by unique circumstances and one-time events. 
For example, the 1996 OPSEU strike led to a tremendous 
amount of overtime for management and others, and that 
was a blip. The grievance arbitration decisions we’ ve had 
over the last few years have increased our costs by 
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millions. The community escort policy that went to arbi- 
tration and was ruled on has cost us millions of dollars. 
There’s been a tremendous increase in health care 
expenses related to our treatment of offenders due to new 
treatments and increased medical problems in terms of 
AIDS and other diseases that are cost drivers, and of 
course negotiated increases to salaries. If you remove that 
from the basic operating, we actually feel that over the 
five years, the percentage increase has been about 11.3%, 
which is still over the consumer price index of 9.8%. But 
those are some of the reasons, those cost escalators. 

Mr Sergio: Perhaps with the exception of the problem 
associated with the strike, I believe the expenses on a 
daily basis are the same throughout the country, which 
makes our per diem expenses much higher than in the 
rest of Canada, than facilities in many other provinces. 

You mentioned the facility in Penetanguishene. I 
believe in 1998 there was a report to privatize, not to go 
along with that facility. Is it still your view that that 
facility should not go ahead with and be privatized? 

Mr Zbar: I’m going to ask Brian. 

Mr Brian Low: I’m Brian Low. I’m the executive 
lead, alternative service delivery. 

If I understand your question correctly, you are asking 
the reason for the decision to proceed to select a private 
operator for the site at Penetanguishene? 

Mr Sergio: Partly that and partly the report from Mr 
Peters, I believe, not favouring to proceed with that 
particular facility. Are you still of that opinion? 

Mr Low: We’re certainly of the opinion that—we are 
in the process of completing the construction there. There 
was a decision to not go forward with a “design, build 
and operate” by the private sector at that time. It was felt 
that at that time the government, the ministry, would 
construct the site and at the completion would then 
consider the option of entering into an agreement with a 
private sector operator for a period of time. That would 
allow the ministry to enter into a private sector agreement 
for a shorter period of time in terms of just a contract of 
purchasing service for the operation that would allow us 
to compare the efficiency and effectiveness of operating 
with a partner from the private sector. 

Mr Sergio: I have a number of questions. [ll be 
jumping from one place to another, so Mr Zbar or who- 
ever may want to answer. 

I believe Ontario is one of the Canadian provinces 
with the lowest number of inmates being transferred from 
a security facility into another institution. Why is it that 
Ontario has one of the lowest placements from such a 
facility into another institution? Why do we have such a 
very low record? 

Mr Zbar: I’m not sure I’m understanding the 
question. 

Mr Sergio: From a prison into another institution: 
move those inmates from that particular place, from such 
a sterile environment, if you will, into an institution 
closer to the community. Even Quebec has a very high 
percentage of moving inmates from the institution to 
other facilities in the community. 





Mr Zbar: Let me begin by reminding you that 88% of 
our offenders are in fact in the community, so what 
you’re referring to is the 12% who are incarcerated. 
Again, let me remind you that the average length of stay 
for adult males—and Ill deal with adult males—is 
approximately 87 days. What we try to do in those 87 
days is get them stabilized, provide some assessment and 
try and find some integration strategies to bring them 
back into the community. We’re not talking about long- 
term offenders here; we’re talking about short-term 
offenders. We use risk assessment tools and, when appro- 
priate, we do in fact use temporary absence programs. I 
don’t know if you’re suggesting that we should be using 
more of them, but the fact is, based on our assessment 
criteria, based on the risk tools that we use, we’re com- 
fortable with the fact that we’re releasing the appropriate 
number on temporary absence and ensuring that we 
maintain public safety. Again, I remind you that we are 
talking about very short-term-sentence offenders; you 
know, 87 days. 

Mr Sergio: Out of the 47 correctional institutions that 
we now have, 60% have or have had security non- 
compliance problems. A lot of them have gone on, un- 
rectified, for over a two-year period. To your knowledge, 
have they been rectified? What action have you been 
taking and what system do you have in place to monitor 
that indeed those measures are now being adhered to? 

Mr Zbar: I’m going to ask John Rabeau, who is the 
assistant deputy minister for adult institutions, to respond 
to you on that. 

Mr Sergio: Give everybody a chance. Good. 

Mr John Rabeau: We have a number of ways of 
looking at our security requirements within our insti- 
tutions. In fact, we are enhancing our monitoring of 
adherence to standards. We have had self-administered 
workbooks that superintendents use to check the security 
requirements within the institutions, but within those 
workbooks there are a number of operational require- 
ments outlined as well. So our problems with regard to 
compliance to procedures are not all security issues; they 
are operational issues as well. 

We are enhancing our look at the security side— 
there’s an annual review in each institution on the 
security requirements—and developing further tools to 
ensure that shortfalls that are identified in those reviews 
are fixed in the year in which they are identified. 

Mr Sergio: So have those 60% non-compliants been 
looked at? Have they been rectified now? 

Mr Rabeau: We are reviewing each of our 
institutions yearly, Mr Sergio. 

Mr Sergio: A further question. The auditor’s report 
states that sick days for correctional staff increased from 
12 days in 1995 to 16 days in 1998, which now repre- 
sents an increase in spending of some Lil B96, *40 
$16.5 million. In the private sector, an increase of six 
days might be blamed on poor management or bad work- 
ing conditions. What is the ministry doing to address the 
situation, taking into account the health and welfare of 
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facility. That certainly is not based on our original 
assumption of operating eight hours a day, five days per 
week. That would be going to a second shift, operating 
16 hours a day, five days a week or some interim solution 
of 10 or 12 hours a day, five days a week. 

Mr Peters: That would include operating the water- 
chilling facility for these extended hours, because it 
struck us that that was the bottleneck at the time we 
looked at it; it could only be operated for eight to 12 
hours a day. 

Mr Jensen: We’ve had various different opinions 
from consultants on that. What I’m giving you is the best 
advice we’ve had from those consultants, who obviously 
know more about that than we do. 

The Chair: Mr Kormos. 

Mr Kormos: Thank you, people. You’re here 
knowing that this committee is concerning itself with the 
auditor’s report, and obviously you’ve come armed with 
your briefing materials, anticipating questions. Is that a 
fair observation? 

Mr Zbar: So far. 

Mr Kormos: And you’re using those briefing 
materials to respond to the questions that are being put to 
you? 

Mr Zbar: That’s a fair assumption. 

Mr Kormos: Then may I request, Chair, that those 
same briefing materials be tabled with the committee? It 
would make it so much easier. 

The Chair: We can request that the briefing materials 
be tabled with the committee, but we cannot compel 
them to do that. 

Mr Kormos: | understand: a right without a remedy. 

The Chair: Your request has been noted, and if the 
ministry feels so inclined they can table it. 

Mr Kormos: On the Penetanguishene-Lindsay jail 
proposals, I understand it was a precondition by Manage- 
ment Board that an RFQ be issued before those be 
embarked on. Am I correct in that? 

Mr Low: Are we speaking about the construction 
now? 

Mr Kormos: Yes, before either project was com- 
menced in terms of turning sod. 

Mr Zbar: I’1l ask Kurt Jensen to come back. 

Mr Jensen: As part of the construction for Penetang 
and Lindsay, there was an RFQ that was initiated— 
actually there were two RFQs initiated. There was one to 
identify an architectural firm that would work with us in 
the design of those facilities, and that also included the 
Maplehurst complex, and there was a subsequent RFQ 
issued for each of those three projects which was to 
shortlist a number of general contractors who would 
subsequently bid on the construction of those facilities. 

Mr Kormos: I understand that, but based on the 
auditor’s report, I’m left with the impression that Man- 
agement Board had required as a precondition, with the 
anticipation that these were both going to be private 
sector operators, that an RFQ—is the auditor wrong? He 
doesn’t mind being told he’s wrong. Is he wrong in his 
observation that “as part of exploring alternative service 
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delivery options, in August 1996, Management Board 
directed the ministry to prepare a[n] ... RFQ for the two 
new facilities”? 

Mr Jensen: When we went to Management Board, 
they asked us to explore the feasibility of the private 
sector being involved in the construction or operation of 
one or more of these projects. I don’t remember asking 
them that they specify Penetang and Lindsay. They asked 


' that we consider the use of partnering with the private 


sector in some fashion. They didn’t give us directions as 
to exactly how that was going to take place; they said we 
should explore that feasibility. 

Mr Kormos: The auditor’s report similarly says that 
the ministry’s response to the issue, as raised by the 
auditor, was “that the RFQ was never prepared due to 
time constraints...” Is the auditor correct in that 
observation? 

Mr Jensen: The ministry proceeded in that manner by 
having a number of meetings with interested private 
sector companies. They were invited to come and express 
to us how they felt or what questions they had or what 
they would like to see or where they thought they might 
fit in in delivering a correctional service in the province 
of Ontario. 

Mr Kormos: I’m reading page 78 of the auditor’s 
report where the auditor reports, “The ministry informed 
us that the RFQ was never prepared due to time 
constraints....” The auditor acknowledges being advised 
that they met with members of the private sector 
consortium, but I want to know if that’s correct, that the 
ministry advised the auditor that you never prepared an 
RFQ due to time constraints. 

Mr Jensen: I’m not aware of us saying that we didn’t 
do that because of time constraints. 

Mr Kormos: Do you know who would have given 
that information to the auditor that he included in his 
report? 

Mr Zbar: Mr Jensen is saying that he is not aware of 
whom, so if you’re asking the question, we will try and 
find that answer. 

Mr Kormos: Please, because I understand that an 
RFQ eventually was issued with respect to Penetan- 
guishene in terms of operators. 

Mr Low: That’s correct. In terms of the operation and 
the opportunity for partnering with a private sector 
operator for the operation and for that portion of the 
business, yes, a request for qualification was issued. 

Mr Kormos: Who were the interested private sector 
consortia that were met with in lieu of the RFQ for the 
construction of the Penetanguishene and Lindsay oper- 
ations? 

Mr Jensen: You mean the firms? 

Mr Kormos: Yes. 

Mr Jensen: If I recollect, there was Group Four, 
Wackenhut security, Management and Training Corp, 
and Corrections Corp of America. I think those were the 
four that came to see us. 

Mr Kormos: Were minutes kept of those meetings? 

Mr Jensen: Yes, there were. 


22 FEVRIER 2001 


COMITE PERMANENT DES COMPTES PUBLICS 


P-379 





1150 

Mr Kormos: Did those meetings impact on the 
decisions to utilize private sector versus public sector in 
the Penetanguishene and Lindsay operations? 

Mr Jensen: The result of those meetings were quite 
different from the RFQ process that’s being undertaken 
at the current time. We found out a number of things as a 
result of those meetings. This was very early on in the 
project as we went through the Management Board 
approval process. The indication was that at that time the 
private sector expressed a greater interest in operating 
facilities and in the finance of these facilities. That was 
the main theme that came out of those meetings. 

Mr Kormos: We’re told that in April 1997 the oper- 
ational agreement for Project Turnaround was awarded to 
a private bidder and that three-year contract was entered 
into for $8.3 million. That contract, I trust, was prepared 
by the ministry? 

Mr Zbar: Deborah will answer that. 

Ms Newman: Sorry, Mr Kormos. Your question was 
what was the value of the contract? 

Mr Kormos: No, I’m talking about the preparation of 
the $8.3-million contract for Project Turnaround that 
we’re told was awarded in April 1997. 

Ms Newman: I guess I’m not clear on what you’re 
asking me. 

Mr Kormos: The authorship of it. The contract was 
authored by the ministry. 

Ms Newman: Yes, there was a contract prepared by 
the ministry and negotiated between the ministry and the 
private operator, Encourage Youth Corp. 

Mr Kormos: That was subsequent to the RFP in 
February 1997? 

Ms Newman: I wasn’t present in the position at that 
time. Through the RFP process they were selected and 
then the contract would have been developed with 
deliverables based on the RFP. 

Mr Kormos: The development of the contract was 
something that took place conjointly with ministry staff 
and with the private sector operators? 

Ms Newman: That would be my understanding. 

Mr Kormos: The contract was based on the require- 
ments of the ministry in terms of minimum standards that 
were to take place or exist at Project Turnaround? 

Ms Newman: That’s correct. 

Mr Kormos: The auditor tells us that subsequent to 
that contract an additional $400,000 was paid to the 
operators of Project Turnaround. How did that happen? 

Ms Newman: There was a review of security con- 
ducted by the ministry of Project Turnaround and it indi- 
cated that the security of the operation could be improved 
through the addition of one post, which was an eight- 
hour post, 24 hours a day, seven days a week. This 
resulted in a request to Encourage Youth Corp to add this 
post to improve the security of the operation. The 
$400,000 payment covered the period from the time that 
post was added in December 1997 to July 2000, without 
penalty or interest. So it was not for a single contract 


year. Once the contract was renegotiated, then the post 
was built into the contract in July 2000. 

Mr Kormos: What prompted the review of security 
that resulted in that renegotiation? 

Ms Newman: You may recall that there was an 
escape that happened from Project Turnaround that pre- 
cipitated this and the security audit was conducted as a 
result of the escape of two young offenders from Project 
Turnaround. 

Mr Kormos: We were told, as I recall, that the escape 
was a result of an electrical storm that had short-circuited 
some of the electrical security systems. Was that correct? 

Ms Newman: In part, yes. There was a thunderstorm 
and lightning struck the building and short-circuited the 
electrical system, so that’s correct, and it caused a 
malfunction to some of the fire doors of the facility. As a 
precautionary measure, vehicles were parked against 
those doors that were malfunctioning at the time. Two 
cadets were then able to force their way through these 
access doors because there wasn’t a post that was 
providing continuous monitoring at that particular time. 
The young offenders were able to force their way through 
those malfunctioning doors into a compound area where 
they were able to hotwire a vehicle and crash the vehicle 
through the perimeter fence. 

Mr Kormos: The auditor also notes that some 
$24,000 per year had been overpaid to the contractor. 
How did that happen? 

Ms Newman: That’s correct. The ministry has under- 
taken to more closely monitor the contract from a finan- 
cial perspective. The overpayment was a result of the 
contractor invoicing the ministry the same amount as a 
first invoice that they had delivered to us for the after- 
care portion of the program. That particular invoice, the 
first one, was for a three-month period rather than a two- 
month period, and then the error was propagated there- 
after. They kept invoicing the ministry for the same 
amount of money, so subsequent invoices simply mir- 
rored the first bill without an adjustment being made to 
reflect a two-month bill rather than the three-month bill. 
So the overpayment continued until the auditor dis- 
covered it, around August 1999. At that time the error 
was immediately corrected, the billing error was brought 
to the attention of the service provider and the entire 
overpayment amount of $24,000 was recovered from the 
next invoice. 

Mr Kormos: Earlier you talked about the minimum 
academic standards for probation officers. In the contract 
with the operators of Project Turnaround, what was the 
minimum training level or academic standard for staff 
they would be employing? 

Ms Newman: This was simply a human error in 
financial— 

Mr Kormos: No, no, I’m not concerned about that 
any more. You talked about the minimum academic 
requirements for new hires in the probation area. In the 
contract, what was the minimum academic or training 
standard for staff being utilized by the operators of 
Project Turnaround? 
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Ms Newman: The staff at Project Turnaround would 
be required to have the same academic standard as 
correctional officers in our public system, which is a 
grade 12 education. 

Mr Kormos: And there was no prerequisite that they 
have any other training with respect to youth issues, 
rehabilitation issues or programming? 

Ms Newman: I would have to go back and look at 
what those qualifications were, but I can tell you that the 
staff who work at Project Turnaround in fact do come 
with a variety of experience in working with young 
people in a social service area, and many of them actually 
have experience in corrections specifically. 

Mr Kormos: I’ve spoken with a number of them, 
which makes me ask, are you aware that the operators of 
Project Turnaround engage in a profit-sharing relation- 
ship with their staff? 

Ms Newman: That would be outside of any con- 
tractual arrangements we have with them. 

Mr Kormos: Quite right, but do you know that to be 
the case, that they’re motivating their staff with profit- 
sharing? 

Ms Newman: |’m not able to verify that. 

Mr Kormos: On the RFQ with respect to Penetan- 
guishene and Lindsay, you also indicated that the—and 
again, this is where I’m a little confused, because the 
auditor reports that somebody told the auditor that it was 
time constraints that prevented you from obtaining the 
RFQ, but then there was further information that appears 
to have been given to the auditor to the effect that the 
reason for abandoning private sector financing and 
ownership of Penetanguishene and Lindsay was as a 
result of the meetings you had with the private sector 
consortium. That’s consistent with what you told me 
earlier, isn’t it, sir? 

1200 

Mr Jensen: That was certainly one of the reasons we 
chose not to go that way. At that time, through the 
development of the whole infrastructure on the old 
project, there were continuous meetings with staff at 
Management Board and staff at the Ministry of Finance, 
and one of the reasons that many jurisdictions had 
entered into the whole issue of finance, build, own and 
operate was because they didn’t have the money to be 
able to finance large-scale capital projects. 

It wasn’t the opinion of the Ministry of Finance at that 
time that there were any savings to the province in using 
private sector money for the construction of the facility. 
As a matter of fact, there would have been a penalty of 
approximately 200 basis points had we used private 
sector funding, and in one way or another that gets paid, 
whether it’s up front in capital or through operating costs 
at a later time. 

The other reason that the ministry chose to proceed 
with using provincial funds to construct these projects 
was that it gave a significant amount of flexibility at a 
later time. The province would own those facilities. It 
wouldn’t constrain us if we wanted to change— 
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Mr Kormos: And then if the private sector operation 
failed, you could take them back. 

Mr Jensen: It would give us that larger amount of 
flexibility. It wouldn’t tie us into a 15- or 20-year oper- 
ating contract. 

Mr Kormos: Right. But you did ultimately issue an 
RFQ for the operation of the Penetanguishene operation, 
and the RFQ is designed to find out who out there meets 
the qualification standards for operating. Isn’t that what 
an REQ is? 

Mr Jensen: Yes. 

Mr Kormos: And what was the response to your 
RFQ, request for qualifications, with respect to private 
sector operators of Penetanguishene? 

Mr Jensen: I’m going to have to defer to Brian, 
because the infrastructure renewal project grew to the 
point where— 

Mr Kormos: Fair enough; go ahead. 

Mr Low: With respect to the request for qualifications 
that was issued last summer, there was a response from a 
number of interested proponents, and those qualifications 
were subsequently evaluated to determine from that who 
the qualified bidders would be, who would then be 
invited to submit a proposal for the operation. 

Mr Kormos: How many submissions were made? 

Mr Low: As part of the process and right from the 
outset of the process, it was determined that the number 
and the identity of the proponents would not be identified 
at this time, in keeping with what would be a fair and 
competitive process. That information will be released at 
the end of the entire process. 

Mr Kormos: What percentage of submitters failed to 
meet the qualifications? 

Mr Low: That as well— 

Mr Kormos: It doesn’t involve numbers; that’s a 
mere percentage. 

Mr Low: I understand that, but that all comes from 
the numbers, and our advice is that we should not enter 
into talking about, at this time, who either did or did not 
qualify, or the proportion. But we will be pleased to 
release that later. 

Mr Kormos: Were there submissions made by com- 
panies other than companies based in Canada? 

Mr Low: Yes, I can say that there were submissions 
that were multi-jurisdictional. 

Mr Kormos: Were the Canadian 
qualified? 

Mr Low: That then begins to identify proponents, so 
I’m afraid that at this point in time I’m not able to 
respond to that question. 

Mr Kormos: Were the multi-jurisdictional or the not 
exclusively Canadian jurisdiction companies similarly 
among the group that were qualified? 

Mr Low: I’m sorry. I’m going to appear evasive, but 
at the same time, to indicate from what jurisdiction 
parties did or did not qualify would begin to lead toward 
identification of numbers or names. 
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Mr Kormos: We’ ve heard reports that there were no 
qualified Canadian companies. Are those reports 
accurate? 

Mr Low: I’ve indeed read those same reports and I do 
not know where that information would come from, so— 

Mr Kormos: Somewhere in the ministry. 

Mr Low: I don’t believe that the reports I’ve read 
have in fact come from— 

Mr Kormos: Even Harris couldn’t get 12 people 
together without one rat. 

Mr Low: I think the reports I’ve read in fact have not 
emanated from the ministry, certainly if we’re looking at 
the same information. Those are rumours, and I can’t 
respond to those. 

Mr Kormos: What was the perspective of recognizing 
that some operators—Wackenhut, Group Four, you said, 
among others—were engaging in conversations, dis- 
cussions, meetings with the ministry in lieu of an RFQ? 
Those conversations clearly influenced the ministry’s 
decision about whether or not to require private sector 
operator financing of the operation. What was the check 
and balance in terms of the RFQ for operators vis-a-vis 
the fact that some of those same potential operators may 
have influenced the government or the ministry’s deci- 
sion to abandon private sector participation in the con- 
struction and financing of the institutions? What was 
done to isolate the people the ministry consulted in these 
meetings in lieu of an RFQ? What was done to isolate 
those meetings with the RFQ which eventually went out? 

Mr Low: Before an RFQ, and in the process of 
developing the RFQ, we had the opportunity to make a 
decision that we would go forward in looking at a 
partnership with the private sector. So we looked at a 
variety of jurisdictions, we visited and, in fact, during 
that process we had the opportunity to speak with various 
operators, both public and private sector. That’s some- 
thing that would inform us as to what we would be 
looking for in terms of criteria. 

Once the process began and once the RFQ was 
developed and issued, then there was a very Strict process 
in terms of communication, influence and conflict of in- 
terest. At that stage there is a very disciplined process in 
terms of the ability of proponents to submit their expres- 
sions of interest. But certainly prior to that, in order to 
establish what will be the very best ultimate product, we 
would indeed speak with both the jurisdictions that hold 
contracts with private sector and operate public sector 
and as well then come back and in some cases speak to 
both private and public sector operators. 

Mr Kormos: With respect to Project Turnaround, the 
operators of Project Turnaround who came to the table 
with you to negotiate the contract held themselves out to 
have experience and expertise in the operation of this 
type of secure facility? 

Ms Newman: I assume that was one of the rating 
factors. 

Mr Kormos: In developing the contract, the ministry 
relied upon them as well as its own resources to deter- 
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mine standards or levels of staffing for the purpose of 
security. That’s not unfair, is it? 

Ms Newman: | think the ministry set the standards 
with respect to the operation of the institution, and that 
would then have been evaluated through the RFP 
process. 

Mr Kormos: Clearly you’re suggesting that there 
were egress doors, more than one, that were unmonitored 
in the original proposal in terms of staffing or moni- 
toring. Am I getting that correct? 

Ms Newman: There needed to be subsequent security 
enhancements to be able to provide continuous moni- 
toring of all those doors. So initially— 

Mr Kormos: But that means there were egress doors 
that weren’t being monitored in the staffing level or 
staffing component in the original contract. 

Ms Newman: They were being monitored, but there 
was no capacity for continuous monitoring. 

Mr Kormos: No, they were being checked once an 
hour or once every 45 minutes. 

Ms Newman: They would have been checked contin- 
uously 16 hours a day and then for the rest of the time 
through regular checks. 

Mr Kormos: The solution was to use cameras and put 
a staff person on to monitor these doors? 

Ms Newman: There were also physical security 
enhancements made to the building itself. 

Mr Kormos: But I’m interested in the $400,000, 
appreciating that that’s over a period of time from 
December 1997 to July 2000. That $400,000, you sug- 
gested, was the staffing cost. Was that staff person mon- 
itoring a video screen that uses camera surveillance? 

Ms Newman: That’s correct. 

Mr Kormos: That’s one staff person? 

Ms Newman: No, this is a continuous control-module 
post. In other words, it’s now staffed continuously, 24 
hours a day, seven days a week. 

Mr Kormos: Do you mean it’s a central monitoring 
post with surveillance cameras throughout the institu- 
tion? 

Ms Newman: That’s right. 

Mr Kormos: Hadn’t that been included as part of the 
original agreement? 

Ms Newman: No, as part of the original agreement it 
was envisioned that what we refer to as dynamic security 
would have been sufficient and that staff interaction— 
relationship custody—with youth was the primary means 
of providing security. It was intended to be an interactive 
type of model, and it still is, but it needed to be enhanced. 

Mr Kormos: It was sort of like, if you develop a good 
enough rapport with this youngster, he’ll let you know 
before he tries to leave. 

Ms Newman: I’m sorry, I didn’t catch all that. 

The Chair: OK, we’ll have to leave it at that. The 
government. 

Mr Maves: Chair, I’m going to start, and then I think 
Mr Gill has a quick question. 

I want to pick up Mr Kormos’s line of questioning 
with regard to Project Turnaround. You had that escape 
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in 1997 when it opened. How many have you had 
subsequently from Project Turnaround? 

Ms Newman: We’ ve had no further escapes. 
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Mr Maves: In that same time period, how many es- 
capes have we had from the other publicly run facilities? 

Ms Newman: In 1999-2000, we had four escapes 
from our facilities, and in 1998-99, we had six escapes. 

Mr Maves: And 1997-98? Do you have a number for 
that? 

Ms Newman: Sorry. In 1998-99, we had six escapes 
across our system; in 1999-2000, we had four; in the year 
to date, we’ ve had no escapes. 

Mr Maves: Do you have a number for 1997-98? 

Ms Newman: I do have those records, if you can bear 
with me for a moment. 

I can go back as far as 1991-92 if you like. 

Mr Maves: Just 1997-98, for comparison. 

Ms Newman: In 1996-97, there were five escapes 
across the system. In 1997-98, there were three. 

Mr Maves: OK. That gives me 18 since Project 
Turnaround was opened. One of those was from Project 
Tumaround, and the rest would be from publicly run 
facilities? 

Ms Newman: That’s correct. 

Mr Maves: One of the things the auditor talked about 
in his 1993 report and again in this report was the very 
high cost to our system of adult facilities and our youth 
facilities. How do Project Turnaround’s costs compare to 
some of our other facilities? 

Mr Zbar: I'll ask Ms Newman to give you the per 
diems on our YO facilities if that would be helpful. 

Mr Maves: That would be fine. 

Ms Newman: Certainly. In fact, the per diem rate for 
Project Turnaround is the lowest of our youth centre per 
diem rates, at $213.86. Our Bluewater Youth Centre in 
Goderich has the highest per diem at $423.61. Brookside 
Youth Centre in Cobourg is $331.71. Cecil Facer Youth 
Centre in Sudbury is $303. 

Mr Maves: That’s good. So there’s a substantial 
difference between our publicly run facilities and Project 
Turnaround. Are we doing anything to try to reduce some 
of the costs at some of those facilities? From the numbers 
you gave me, Bluewater, for instance, is double what 
Project Turnaround is. Is there any opportunity for us to 
reduce the cost of running some of those institutions? 

Ms Newman: We are trying to operate those institu- 
tions as efficiently as possible, and we are piloting fur- 
ther strict-discipline programs in two of our public sector 
facilities now, at Brookside Youth Centre in Cobourg and 
at Bluewater Youth Centre in Goderich, because clearly 
those are cost-effective and highly accountable oper- 
ations. 

The per diem at Bluewater is particularly high because 
we are also housing phase 1 young offenders on behalf of 
the Ministry of Community and Social Services, and the 
staffing ratios and standards contribute to those costs. 

Mr Maves: So Project Turnaround, as far as escapes, 
is really doing quite well compared to some of our other 
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facilities. On costs, they’re doing better than all our 
facilities. Have you been measuring the outcomes? The 
most important outcome in the system is obviously going 
to be recidivism and whether kids are actually turned 
around. How is Project Turnaround doing compared to 
some of our other facilities? 

Ms Newman: We have conducted a number of 
evaluations of Project Turnaround, and they’ ve been very 
promising. An evaluation of Project Turnaround was 
conducted by Dr Don Andrews and associates in 1998 
and 1999 on three separate occasions, and an instrument 
called the correctional program assessment inventory was 
used to assess whether the Project Turnaround program 
was aligned with what we know leads to successful cor- 
rectional outcomes; in other words, reduced reoffending, 
reduced criminal thinking, better management of anger 
and substance abuse issues, and so on. Project Turn- 
around’s program was found to be well-aligned with best 
practices in youth corrections for lowering reoffending 
rates. The importance of the after-care component of the 
program was also identified in the Andrews report. 
Overall, Project Turnaround was given one of the highest 
ratings in the history of these correctional program 
assessment inventory projects. I would comment that 
there are several hundred such programs that have been 
evaluated across Canada—that is, youth corrections 
programs—the United States and New Zealand, and 
Turnaround has had the highest ratings in their inventory. 

Dr Doris MacKenzie from the University of Maryland 
also conducted a study that compared boot camps and 
traditional correctional facilities for young offenders 
across North America. She compared 25 so-called boot 
camps with 25 traditional youth correctional facilities, 
mainly in the United States and in Canada. Project 
Turnaround participated, as did one of our public sector 
youth centres. The environment and the daily activities 
and the perceptions of young offenders and staff were 
contrasted between the two types of programs. It was one 
of the first big studies of the differences between the two 
types of programs. She found that the boot camps were 
seen to provide more activity, control, caring, program- 
ming and structure, and that the structure contributed to 
perceptions by both staff and residence of increased 
safety. Staff reported an increased morale and an 
increased investment in their work. 

The ministry also requested the London Family Court 
Clinic to conduct a review of the literature, with a view 
to identifying for young offenders the best practices in 
correctional programming and implementation, and their 
review indicated that the rehabilitative programming at 
Project Turnaround was consistent with the best-practice 
literature, indicating promising approaches to reducing 
reoffending. 

Finally, an additional evaluation of Project Turna- 
round and its effectiveness is expected to be finalized in 
the near future, but preliminary reports with respect to 
this particular study have indicated positive results. In 
particular, the studies will show that Project Turnaround 
participants reoffend at a lower rate than the comparison 
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group of young offenders, and will also provide evidence 
of reduction in criminal thinking and better anger man- 
agement and problem-solving skills, more pro-social atti- 
tudes and other gains. 

Mr Maves: Can I just ask you to go back to the first 
one, because that was intriguing; the “correctional pro- 
gram inventory,” you called it. You were saying it had 
one of the highest ratings ever received. That’s an inven- 
tory done by Dr Don Andrews, you said? 

Ms Newman: Yes. Dr Don Andrews and associates. 

Mr Maves: In his inventory, over how many years, 
roughly, has he been doing that assessment and out of 
how many assessments would he have done where we 
finish with one of the highest rankings ever? 

Ms Newman: He has been doing it for a number of 
years. I’m not sure of the exact number of years, but I am 
advised that there are literally hundreds of assessments 
that have been done using that instrument, the CPAI, and 
that Turnaround had one of the highest ratings ever. 

Mr Maves: Have any of our publicly owned and 
operated institutions ever taken part in that? 

Ms Newman: We haven’t used the CPAI in our 
publicly operated institutions, but we are planning to 
introduce it within this next fiscal year to public sector 
facilities as well. 

Mr Maves: OK, Chair, I'l] turn it over to Mr Gill, but 
I may come back, if I have any time. 
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Mr Gill: This morning the minister did a comparison 
of the two facilities. He mentioned Sault Ste Marie at 
$226 per diem versus Toronto West at $85 per diem. 
That’s quite a difference. Would you like to comment on 
that? 

Mr Rabeau: The facility in the Soo is a relatively old 
building, quite divided up in terms of living spaces, so 
the requirement for staff there in terms of size compared 
to the Metro west facility is much greater, and that 
contributes to the high per diem cost. Metro west is a 
newer institution. We have done some recent retrofits 
there that allow us to supervise inmates with a much 
smaller staff. It’s a much larger facility than the Soo with 
somewhere around 600 inmates, so it runs relatively 
economically because of that. Design particularly drives 
our costs. 

Mr Gill: We were looking at the auditor’s report 
where they have compared the different provinces, and 
the lowest one seemed to be Alberta at $83 per day. 
Therefore, Toronto West is as efficient, then, as Alberta 
rates. Is that what you’re saying? 

Mr Rabeau: Yes, Toronto West is, I think, our most 
efficient institution in the province. It would compare to 
Alberta, and the institutions there tend to be newer and of 
the same age as Metro west. 

Mr Gill: One of the things the minister also men- 
tioned was chronic absenteeism, compared to some of the 
other government services. What are the steps being 
taken perhaps to address that? 

Mr Rabeau: The government generally about three 
years ago introduced a program to help reduce attendance 


problems across the government. The program had some 
fairly considerable success in every ministry except the 
ministry of corrections, where our attendance, in fact, is 
getting worse every year. In part, as I mentioned earlier, I 
think the type of work is certainly one of the reasons why 
our attendance is problematic. We’ ve found that certainly 
at the Ministry of Health and at the Ministry of Com- 
munity and Social Services, which also have institutions, 
the attendance is similar to ours. 

We are trying to do a number of things to address the 
problem. We’ve entered into some discussions with the 
union to try to engage them in helping us deal with this 
issue. We are introducing work in our institutions to 
really look at ways of improving the environment there. 
There is a lot of uncertainty in our workplace and in part, 
that is not something that we control until we get to a 
mature system. We’re closing a number of our smaller 
institutions over the next couple of years, and until we 
get certainty in terms of where people will be going to 
work, we’re feeling that uncertainty is driving a lot of our 
problems. 

We have instituted a couple of organizational units 
that are really focused on trying to deal with this prob- 
lem, assisting managers in dealing with attendance prob- 
lems and getting a better track and control of when we 
should be intervening with an individual who starts 
exhibiting problems and when we might have to take 
further steps to deal with that issue. 

Mr Gill: I know you mentioned that it sort of seems 
like it’s an inherent problem, part of the job—not 
absenteeism as part of the job, but because of the nature 
of the job, you say the absenteeism is higher. It seems to 
have gone up since 1995, from 11.7 days to 16. There’s a 
progression and it’s not only because of the nature of the 
job, I suppose. I know you’ ve been talking to the union. 
Do you have a handle on why it’s gone up? 

Mr Rabeau: We think the biggest reason is because 
of the uncertainty in the workplace with the transition of 
our organization. That appears to be the variable here that 
would be different than in 1995. 

Mr Gill: In a way, if the absenteeism is higher, the 
cost goes up and there’s more incentive to make a 
change. 

Mr Rabeau: Absolutely. 

Mr Gill: Whatever the tactics are, it goes against what 
they are thinking. 

Mr Rabeau: That’s correct. We estimate the cost of 
our sick time is between $15 million and $20 million a 
year. Certainly that drives our per diem costs higher. In 
part, I think the sense we would have in terms of a com- 
petitive market is that people might understand that high 
sick time might drive us out of business. 

Mr Gill: Is there a comparison to other places where 
the so-called privatization has happened in terms of the 
cost in a private institution versus a public institution? 

Mr Low: Perhaps I could respond to that. Certainly 
when we’ve looked at other jurisdictions where there are 
private sector operators alongside public sector, we have 
seen two things over a longer period of time. Initially 
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there appears to be a tremendous difference in terms of 
things like both cost and attendance, and also achieve- 
ment of performance outcomes. So when we look at 
attendance, we can see that initially the attendance 
ratings for a private sector operator are often much better 
than in the public sector. What we have seen in those 
jurisdictions over time, as was mentioned earlier, and | 
believe you mentioned it as well, is that the competitive 
environment is there in terms of the marketplace, and the 
public sector is shown to improve both in areas of attend- 
ance and operation but in overall performance as well. So 
we do see a difference, and I would say that over time we 
see a narrowing of the difference because of a marked 
improvement within the public sector as it operates in the 
same jurisdiction as the private sector operator. 

Mr Gill: I know we talked about an overrun in terms 
of one of the percentages, in Milton perhaps, from 
$5 million to $9 million or from $9.5 million to 
$11.7 million. 

Mr Zbar: That’s the cook-chill you’ re referring to. 

Mr Gill: Yes. Was the cook-chill not factored in 
initially? 

Mr Zbar: I'll ask Mr Jensen to come back. 

Mr Jensen: The total budget for the Maplehurst 
project was some $89.9 million, and part of the cost 
associated with that was in fact the cook-chill kitchen. 

Mr Gill: So cook-chill was factored in? 

Mr Jensen: Yes. 

Mr Gill: But you found that it was going to be more 
than estimated? 

Mr Jensen: We had both an escalation in the cost of 
construction and a subsequent escalation in the cost of 
equipment. As we took the project further along, we did a 
more detailed analysis. The further along you take your 
construction documents, the more the cost consultants 
can put an exact price to it. That did lead to an increase in 
the projected cost from $9.5 million to $11.3 million for 
a combination of the cost of the cook-chill factory itself, 
the equipment to run the cook-chill factory, and the 
construction and equipment for the receiving kitchens at 
Penetang and Lindsay. 
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The Chair: Any other questions? 

Mr Sergio: Just one quick one. Perhaps I missed this 
in the presentation. Just for clarification, if I may, and I 
thank you for the time, I have a question with respect to 
the offenders housed at Camp Turnaround. Are they 
violent or more violent offenders? Do they have more 
special needs than others housed at other facilities? If so, 
does this influence the difference in the cost that we see 
in the various facilities? 

Ms Newman: The selection of the young offenders 
for Project Turnaround tends to be young offenders with 
a higher risk to reoffend. Project Turnaround can accom- 
modate up to 32 such young offenders. What we’re 
finding is that we have a better rate of success with the 
higher-risk offenders in this particular environment, and 
that’s what we expect our evaluation to show. 
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Mr Sergio: Are you saying that, let’s say, the worst 
offenders are being directed to public facilities? 

Ms Newman: We have 700 young offenders in cus- 
tody in the system at any given time, and 32 of those go 
to Project Turnaround. So there are certainly many high- 
risk young offenders across the system, and we would 
have some diverted to Project Turnaround and some 
would be in our public sector institutions. 

Mr Sergio: The choosing for this is done by you 
people? 

Ms Newman: Yes. Our institutions make referrals to 
Project Turnaround and the youth also elect to go to 
Project Turnaround voluntarily. 

The Chair: Are there any further questions that 
anyone has? If not, it will not be necessary for the 
ministry to come back this afternoon. Thank you very 
much for attending here today. 

Before you leave, however, the auditor wanted to 
make some comments that came as a result of some of 
the government members’ questions, so why don’t we 
deal with that now. 

Mr Peters: Yes, some of the other questions. One 
question was raised as to why the RFQ was not issued 
due to time constraints. We have the name of a ministry 
person who told us that. Rather than dealing with it in 
that way and putting an individual’s name forward, I 
wonder if it would be to the satisfaction of the committee 
if I referred you to page 79 of our report, in which we 
said that the release of a request for RFQ could result in 
significant time delays caused by union grievances, 
because that was in the official submission by the 
ministry in terms of explaining the RFQ. The concern 
was that if an RFQ went out, there could be significant 
time delays, and those were the time constraints that were 
being referred to. 

Mr Kormos: Is Mr Peters suggesting this as a way we 
can reconcile it? 

Mr Peters: No, I’m providing this to you by way of 
an explanation. You asked, how did we find out? Rather 
than dealing with an individual who told us, I would refer 
you to page 79, where the source of our information is 
actually a submission by the ministry. So rather than 
naming names, I’m giving you the cause as to why this 
was given. 

Mr Kormos: My difficulty with that is that I read 
mixed messages. Perhaps it’s my misreading, perhaps 
I’m in error again, but I read mixed messages in the 
auditor’s report. I appreciate that the time constraints 
could include, among other things, inter alia, the concern 
about grievances, but then I get the impression from the 
message here that there was a conscious decision made 
not to proceed with it as a result of the discussions with 
Group Four, Wackenhut etc. 

Mr Peters: That we can reconcile as well. The request 
to issue RFQs was made in 1996 by the Management 
Board of Cabinet when they approved the $270 million. 
There is indeed a question as to why an RFQ was not 
issued for the two years between 1996 and 1998. The 
answer that was given in 1998 as to why it could cause 
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time delays was because it could be caused by significant 
union grievances. I hope that answers your question. 

Mr Kormos: It does. At least, you don’t know 
whether Management Board gave, let’s say, dispen- 
sation? 

Mr Peters: We know they didn’t, that at least— 

The Chair: Does this relate to this issue? 

Mr Sergio: No. Just one last quick, short question. 

To carry on with some of the changes and improve- 
ments which you have mentioned and answer some of the 
questions in your brief here, it takes money. We have just 
had the Premier saying at his caucus that other than 
health and education, every other budget is going to be 
cut. Can you tell us how you’re going to carry on some of 
those programs if indeed your department budget is 
going to be facing cuts? 

Mr Zbar: I’m not going to speculate on whether it’s 
going to be cut or not. I will say we are going through the 
business planning and allocation process and we have 
made our submissions based on the plan that we have in 
place for the transformation of corrections. Obviously, if 
conditions change, we’ll have to make adjustments. The 
plan is based on certain assumptions and certain pro- 
jections of growth and certain building schedules. If the 
fiscal situation changes, we’ll obviously have to review 
our plan. But the government is committed to proceeding 
with the transformation of corrections. 

The Chair: Thank you very much for attending here 
today. 

Since we’re not coming back this afternoon, what’s 
your wish with respect to the motion? I recognize Mr 
Maves. 

Mr Maves: Chair, I’d like to move that the committee 
defer consideration of the motion until a future meeting, 
the date to be agreed upon by the subcommittee. I can 
speak to it if you’d like. 

The Chair: Could you hold that motion just so we 
hear what the comments are? 

Mr Maves: OK. 

The Chair: Thank you. Mr Sergio? 

Mr Sergio: I have no problem. I think the committee 
has already decided to deal with the motion at the end of 
our business day here, so I think there is no other motion 
other than to debate my motion. 

The Chair: With all due respect, it was agreed that 
the motion will be dealt with; however, a subsequent 
motion to defer— 

Mr Kormos: On a point of order, Mr Chair: That, in 
effect, sir, was the equivalent of a time allocation. The 
committee agreed that the motion would be dealt with. 
They effectively deferred the motion and, in the same 
spirit as a time allocation, they determined that that 
motion would be dealt with at the end of business today. 
That suggests to me that any motion that would obstruct 
that is not in order. 

The Chair: I am ruling that a motion to defer the 
motion to some subsequent date is always in order on the 
motion that is made. 


Mr Maves: I'd be happy to speak to it. As a regular 
member of the committee on public accounts, we have 
several times had discussions about— 

The Chair: Excuse me for just a second. Could you 
Calry on your discussions outside the room, please. 
We’re still in committee right now. 

Mr Maves: We’ve several times had discussions 
about motions that the committee passed asking the 
auditor to do certain value-for-money audits. There are a 
lot of things that go forward in that debate. For instance, 
if the committee is going to decide to start recommending 
to the auditor to do certain audits, there may be 100 other 
things that the committee might want to request the 
auditor to go and audit, and this request by Mrs McLeod 
may very well be one of them. 

There are all kinds of other motions that have been 
made in the past for the auditor to go out and do audits. 
We’ve had lots of debate time around that, because it 
raises certain questions such as, if the auditor goes and 
does this audit that the committee directs him to do, what 
audits will he not do in that particular year? Will there be 
increased dollars that we’re going to have to give to the 
auditor’s office in order for them to do that audit? So 
there is a whole variety of questions and we’ve had the 
debate several times with the regular members of 
committee. 
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So this may very well be one that the committee will 
ultimately decide we would like the auditor to do. 
However, I think that our preference is that we have the 
full committee, the regular members of the committee, 
get together and sit down and decide that if indeed we’re 
going to request the auditor to do a specific audit, what 
other potential ideas does the committee have about 
things they might want the auditor to go out and audit? 
That’s why I’ve made the motion to defer, because I 
think we’ve had the discussion many times before about 
moving motions from the floor, the committee asking the 
auditor to do a specific audit. I would rather have that 
fulsome discussion with the regular members of the 
committee so that we could entertain other ideas that 
other committee members have. 

The Chair: I’ll recognize Ms McLeod in a second. 
Just so that we know what we’re talking about, there was 
unanimous consent—there was not a motion—to have it 
dealt with at the end of the day. It was by unanimous 
consent that it was agreed upon. But then a motion to 
defer that particular question is always in order. So we're 
debating that now and so now I recognize Ms McLeod. 

Mrs McLeod: I fully respect the fact that the motion 
to defer is in order. What it is is a very obvious attempt to 
just kind of sweep this under the carpet and hope that it 
never comes back when anybody’s noticing. I don’t 
suspect that there are many situations in which a com- 
mittee would have given unanimous consent to recon- 
sider a motion which was defeated by the government 
members yesterday. I fully recognize that this committee, 
sitting in due session, defeated this same motion yester- 
day. 
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The reason the committee agreed earlier today to 
reconsider the motion was because of the equally unusual 
situation of having the Premier on the front page of the 
paper today saying he would welcome a value-for-money 
audit of the decision by Cancer Care Ontario to pay a 
private company to run an after-hours radiation clinic at 
Toronto-Sunnybrook Regional Cancer Centre. This is a 
quote from the Premier: “We have no objection. In fact, 
we like full audits of everything that we’re doing ... and 
we consider the auditor an ally.” I’m sorry to quote the 
last part, because I’m not sure the Provincial Auditor 
would see himself as an ally of government as opposed to 
an independent officer of the Legislative Assembly. So 
let me assure you, Mr Peters, I see you as an independent 
officer of the Legislative Assembly. But the message 
from the Premier was abundantly clear on an issue of 
major public policy. 

There are enormous concerns right now about whether 
or not this government is bound and determined to 
privatize a host of areas. You’ve just spent several hours 
with a focus on privatization in the correctional system, 
as I understand it. We are concerned about whether or not 
there is an increasing move to private delivery of health 
care. 

The question challenges, I recognize, a basic assump- 
tion of whether or not it is cost-effective or cost-efficient 
or in the patient interest to have publicly paid-for ser- 
vices, administered by a public agency publicly funded 
by government, delivered by a private agency. That 
question is central to this government’s entire direction. 

For the Premier to say—and I thought it was laud- 
able—that they are so convinced that this direction has 
merit that they’re prepared to subject those decisions to a 
public audit—I think the government members would 
want to support the Premier in that, because failure to 
support that direction through the examination of a public 
audit into a specific decision that’s come forward really 
challenges the government’s whole ideological direction, 
in my view. I’m really surprised at the objection to this. 

Mr Kormos: The motion to defer is puzzling and it’s 
bothersome. Let me put one further to you, and that is 
that the decision being proposed could well be one that 
costs lives. It could well be one that results in either 
serious harm to people or in death to people. I agree with 
Ms McLeod and with the Premier that the auditor is well 
suited to assess the propriety of the proposal by the 
Premier. But I’m putting to you that efforts to delay 
this—and this motion to defer is nothing but an effort to 
delay it. The fact is that the committee will have to live 
with the decision made by the committee. We’re not 
assured that the motion will pass or not pass. I think 
members of this committee—and am I a replacement 
member today? Yes, I am, but I’m prepared to accept my 
responsibilities and not shrug them off in view of the 
urgency around this matter where you’re dealing with 
people’s access and the risk of denying or inhibiting 
people’s access to appropriate levels of health care. I’m 
concerned enough about the fact that that sort of move 
could well impact on people’s health and their survival in 


situations of medical crisis that I think it’s imperative we 
vote on this today so that if the vote does pass, the 
auditor can get involved with it as promptly as possible. 

The Chair: Any further discussion? Mr Maves and 
then Mr Sergio. 

Mr Maves: Chair, quite frankly, as I said in my 
opening remarks, the contents of this particular motion 
are relevant to my decision to move a motion to defer. As 
a regular member of this committee—I think Mr 
Hastings, the Chair and I are the only members in the 
room who are regular members of this committee—we 
quite often have discussions about motions that have 
mostly been moved by the opposition about audits that 
they want to request the Provincial Auditor to do. We’re 
happy to entertain those and we have lots of debate over 
that. 

It raises several questions. If the committee is going to 
tell the auditor they want him to go do a particular audit 
or several particular audits, the auditor then has to drop 
audits that he has underway or the auditor has to come to 
the Legislature and ask for more money to do more 
audits. It’s fine to consider that and we don’t mind con- 
sidering that, but we have to weigh all of these questions 
against all of the other value-for-money audits and a lot 
of other issues that committee members—Ms Martel, Mr 
Cleary, Mr Patten, and I believe other members—may 
want to put before the auditor. We may have other issues 
that we want to put before the auditor. So we’ve had 
these debates before. We could have just voted down the 
motion if we were worried about it or didn’t want the 
auditor to do it. What we’ve done is, we’re going to defer 
the motion to consideration at another time in public 
committee. So we’re happy to consider the motion, but 
we’re going to do it at a later time. 

Mr Sergio: Mr Chairman, it doesn’t happen very 
often that we have the Premier agreeing with some ideas 
put forward by a member of the opposition. I was 
delighted to introduce the motion on behalf of Mrs 
McLeod. Health issues, you would think, are a concern 
of every member of the House, including the members in 
this particular committee here today. I’m sure they are. 
I’m sure that they have all the goodwill with respect to 
seeing this through. You would think that if the Premier 
says, “I would welcome an audit by our mutual friend Mr 
Erik Peters, that he conduct an audit on this particular 
issue,” which is a major issue, the members would say, 
“You know what? Even though we are in this particular 
situation, the Premier said yes, he would welcome an 
audit, so let’s go ahead with it.” 

Having said that, if indeed there is a concern that this 
may cost a lot of time and a lot of money, extra time and 
extra money, for Mr Peters’s office, then I would say to 
the members of the committee, let’s debate it if you want 
or let’s say to Mr Peters, “OK, we’d like to take this 
motion into consideration and direct you, Mr Peters, to 
report back to us if indeed there is a cost associated with 
conducting such an audit.” 

Let me add, Mr Chairman, that if indeed there is any 
cost, we are talking about conducting clinics, radiation 
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for cancer treatment here at home versus the millions of 
dollars which we are wasting sending patients out of our 
own country. I believe that if indeed there is a minimum 
cost, it would be worthwhile to find out the cost associ- 
ated with doing it in-house versus a private facility. 

I am begging the members of this committee on the 
government side to say, “OK, maybe we should debate it 
further. Maybe we should have something ourselves 
attached to it. So let’s find out from Mr Peters if indeed 
there is any additional cost to conduct such an audit.” I 
think the minimum thing we should be doing as 
responsible members is to say, “Well, hold it a second 
here. We don’t want to go full-fledged according to what 
our Premier has said, that he’d welcome an audit, but at 
least let’s give the auditor a chance to say, “Yes, it costs a 
few dollars,’ ‘No, it doesn’t cost money,’ or ‘I could do it 
in-house.’” I think we owe that to Mrs McLeod, who so 
thoughtfully has brought the motion to our attention here, 
and to the people out there who would like to know if 
there is such a cost. 

I’m making a further amendment then, Mr Chair, if 
it’s appropriate, that we ask Mr Peters to report back to 
the committee if there is a cost associated to conducting 
such an audit. 

The Chair: No, the amendment has to be to Mr 
Maves’s motion. Mr Maves’s motion is a motion to defer 
so that the subcommittee can deal with the matter. I 
believe that’s what you said. 


Mr Kormos: The question, Mr Chair. 

The Chair: That the question be put? 

Mr Kormos: Yes. 

The Chair: Is that correct? OK. I’ve got a request that 
the question be put now. No further debate. 

All those in favour of the motion to defer? 

Mr Kormos: A recorded vote, please. 


Ayes 
Gill, Hastings, Maves. 


Nays 


Kormos, Sergio. 


Mr Sergio: You have a vote too, Mr Chairman, don’t 
you? 

The Chair: Only in a tie. Unless it’s two and a half to 
two and a half, I can’t vote. So the motion is carried; it is 
deferred. What I will try to do, since we’re meeting next 
week, is get the subcommittee together next week to deal 
with this matter, and there are a couple of other issues as 
well that the subcommittee should be dealing with. 

With that, the committee is adjourned for today. 

The committee adjourned at 1252. 
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The committee met at 1033 in room 151. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF CONSUMER 
AND COMMERCIAL RELATIONS 


Consideration of section 3.03, project to automate the 
land registration system (Polaris). 

The Chair (Mr John Gerretsen): I’d like to call this 
committee meeting to order. Welcome, everybody. 
Today we’re dealing with section 3.03 of the 2000 
special report of the Provincial Auditor, the project to 
automate the land registration system, Polaris. We’ll start 
off with a statement by the minister. Welcome, Minister. 
That’s twice in two days that you’re here. 


Hon Norman W. Sterling (Minister of Consumer 
and Business Services, Minister of Correctional Ser- 
vices): I hope they don’t give me another ministry. 

Mr Chairman, thank you very much for the oppor- 
tunity to say a few words. I have some prepared remarks, 
but before I go into those I should say that perhaps a 
sketch background of the registry system as I saw it prior 
to the automation or the digitalization of the land registry 
system would be helpful. 

Back in the old days, when I practised law, before 
becoming a member of the provincial Parliament, there 
were basically three types of land registry systems in the 
province. In fact, they still remain but are much more 
compact at the present time due to the whole Polaris 
project. 

The first and the oldest type of system that we had in 
Ontario was the land registry system, which essentially 
was a system inherited in its form, its rules and its law 
from Britain. That system was developed over an 800- 
year period, so when we started to set up our land regis- 
try offices we adopted a lot of the rules, the rights of 
easements, the rights of licences, the rights of fee simple, 
the rights of fee in tail, all those kinds of names that were 
common in the land registry system from Britain. 

The land registry system was basically a system of 
registration which allowed a great deal of flexibility with 
what you could do with land. That was sort of the beauty 
of the system, that you could use land and grant rights 
and partial rights, leasehold rights, easement rights, in a 
whole number of ways that therefore allowed a great deal 


of flexibility for the landowner to share his or her 
property rights with others. 


In probably the 1960s or 1950s, we started to develop 
some land systems which gave greater surety of title to a 
person who was buying the land, because the government 
at that point in time started to see that the old system of 
land registry often required a lawyer or a title searcher to 
go back and check the history of the title for a very long 
period, where records were not that good, where there 
weren’t a lot of land surveys surrounding what was 
described in the instruments. There was a decision to 
create essentially two other types of systems, called the 
certification of title system and the land title system. 


The certification of title system was a system whereby 
if a person was uncertain of the title because of the 
registry documents that went back 40 or SO years, there 
was a process by which you could go and essentially, at a 
time frozen, get a certification of the title as of 1960, as 
of 1972 or as of whatever time the application was made, 
that the title was good and the crown was saying the title 
was good at that time, subject perhaps to a certain 
number of conditions. 


Then the land title system was developed. The land 
title system was a system of titles whereby not only 
would you freeze the guarantee of the title at a specific 
time, but you would continually guarantee that title into 
the future. The land title system I think is one which we 
should aspire to for every title, every piece of land in the 
province of Ontario, because what it does is limit or 
lower the cost to the consumer in terms of acquiring that 
property. If fact there is a guarantee that is kept up to 
date, so to speak, from year to year. Then when the next 
purchaser comes along for that property or the next 
mortgage goes on that property, you don’t have to go 
back and there is certainty of what your rights are in that 
particular property. 

What happened in around 1986 or 1987 was that the 
government of the day decided that it would try to take 
another step in the long history that I’ve outlined, and 
that would be to give even greater certainty of title and 
greater accessibility in terms of records. To try to move 
where we were going in the future, they started a project 
totally within government called Polaris. This was con- 
tained in the Ministry of Consumer and Commercial 
Relations, through which the land registry offices have 
always reported. 
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That project started, I believe, in and around Kitch- 
ener; it was in southwestern Ontario, as I understood it, at 
the time. They started to digitalize and tried to develop a 
system of putting paper onto a computer. As I understand 
it, they started to run into problems about two or three 
years later, deciding that the government itself couldn’t 
put this project together. It was becoming evident that it 
was quite awesome. I think the number of properties at 
that point that were under the three registry systems that I 
outlined was something like 3.6 million or 3.7 million 
across all of Ontario. It was becoming more and more 
evident to the government of the day that they couldn’t 
do it. 

1040 

In 1988-89, the government put out an RFP, or an 
RFQ—I’m not exactly sure how they went about it—to 
try to join in partnership with the private sector to carry 
this project of digitalizing all of the land registry records 
across Ontario and put that in a public-private partner- 
ship. I think actually the first partnership fell apart, but in 
1991 a successful partnership did develop with a com- 
pany called Teranet, which is still the company with 
which we are engaged in undertaking this project. 

That company is owned 60% by the private sector and 
40% by the government of Ontario. We still have 40% of 
the common shares. I believe we also have some 
preferred shares securing the investment we had already 
made as a government in the project. In other words, as I 
mentioned before, we started as a government alone 
trying to do this project and I think the government of the 
day spent around $30 million of government money in 
terms of the staff of the civil service that it had put in. 
The deal struck at the time was that we would put in $29 
million, the private sector would put in $29 million and 
we would get credit for the $30 million which we had 
already sunk in, in the form of some kind of preferred 
shares, which I guess eventually will come out at the end 
of the project. 

I have to tell you, though, that as we went through this 
process, having had the opportunity to do some work in 
this area, primarily in the 1970s when I practised law, I 
was somewhat skeptical that this project could be done, 
just because of the mammoth size of it. It was just huge. 
Having had the pleasure of going particularly into rural 
eastern Ontario and seeing the complexity of some of the 
titles, the uncertainty of some of those titles and the task 
that was there to try to clear up an individual title, I was 
somewhat skeptical that we would get to a final 
conclusion. But of course it wasn’t within my realm of 
possibility to deal with that matter at that time, save and 
except as an opposition member of the Legislature, and 
the deal was struck with Teranet and it was set. 

As you can imagine, when I outline the three kinds of 
titles that there are, the three kinds of registration systems 
that there are in Ontario—the land titles, the certification 
of titles and the registry office—the first two are much 
easier to deal with when you’re trying to put them on a 
digital record and trying to confirm that this title is good, 
because in the first case—and the most important part of 


both certification of title and land titles is that you need a 
survey. If you have a survey on the ground which says in 
the description of the land that you are buying or selling 
or mortgaging, a particular parcel of land which is des- 
cribed in a survey which is in fact there on a piece of 
paper, then there is much less problem with conflicts sur- 
rounding that particular title. You have a picture of it, a 
land surveyor has gone out and put bars in the corners 
and therefore you know exactly what’s happened. A lot 
of the problems with the registry system relate to sloppy 
descriptions, you know, “the east half of lot 7, concession 
8,” and in some cases the farmer who was adjacent to it 
put his fence over on the particular property and there 
were rights associated with possession and all those kinds 
of things. 

At any rate, what happened over, as I understand it, 
the first four or five or six years of the project was that 
the digitalization—blame it on the computer—was pri- 
marily focused on those properties which were in land 
titles and in certification of titles. The real problem that 
Teranet ran into was when they started to get into the 
registry office titles. In eastern Ontario that is probably 
more prevalent, particularly outside the urbanized areas. 
It becomes more and more expensive to clean up these 
titles because you don’t have the surveys, you have 
sloppy conveyancing that took place and those kinds of 
things. As we’re getting closer to the end of the project in 
terms of putting all of these—now I think there are 
4.2 million or 4.3 million titles, because the number of 
titles has gone from 3.6 million to 4.3 million—Teranet 
is facing more and more difficult problems in putting 
each new property on to the system because it’s hazier as 
to exactly what the rights are and it’s more difficult to 
clean up the old titles. 

Presently we are in a situation where we have 
approximately 72% of all properties on the system. We 
still have some areas, I believe, in the north, like Sud- 
bury, Thunder Bay and some of the northern commun- 
ities, which basically have a land titles system, so that 
putting those particular projects on to the system will be 
still relatively easy. But to get the last 15% to 20% is 
going to be a difficult process. I think the bottom line is 
that we’re going to have to sit down with Teranet and 
calculate out how this will eventually be done in a most 
efficient and economic way. 

The bottom line of the whole thing, in my view, is that 
it was a mammoth project to start. It has required over 
the period of time for the government and the company 
Teranet to continue to negotiate, to continue to deal with 
changing technology, the changing nature of the project 
as you’ve gone from the easier properties to put on the 
system to the more difficult projects to put on the system. 
But as a result of what we have done, I believe that in the 
end we will provide, number one, a process which will be 
more economical to run and more economical for us to 
deliver in the future. 

It does take less time for the people involved in the 
transactions to do their business and therefore should 
lead to consumer savings with regard to that. It will lead 
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to greater certainty of title and therefore I believe that 
services like title insurance, often used in the United 
States, are virtually unnecessary for the average person in 
our province. You have the province standing behind the 
title, so why do you need somebody else ensuring that 
particular title? In fact, what has happened, if you com- 
pare costs of conveyancing in the province today, they 
are very similar to the costs for the services of a solicitor 
and for the services of a title searcher back in the 1970s. 
Those costs have not increased and that’s partially due to 
the fact that we have continually improved our regis- 
tration system. 

I don’t think you can look at this particular item and 
investment in this particular area as a public-only invest- 
ment. I think you have to look at it from the point of view 
of the citizen and what is he or she getting in the end. I 
believe in the end they are getting better certainty of title 
and they are probably getting a much better cost in terms 
of the delivery of that service. 

1050 

We have in part of Ontario provided for electronic 
transfers at this present time, and hopefully that will 
spread to other parts of Ontario. That is a system where 
the client comes in, normally, to a lawyer’s office and 
says, “I’m buying or selling a piece of property,” and the 
lawyer can, without going to the registry office, search 
the title in his office. He can actually transact the busi- 
ness in his office via keyboard, through the use of iden- 
tification numbers and can of course transact, in a lot of 
cases, the financial part of it as well. So it is moving from 
a very, very antiquated, old system into, really, the next 
generation, and we are leading many jurisdictions in the 
world in terms of what we are doing. 

The company Teranet itself also has alternate busi- 
nesses that it’s been involved in, although the land 
registry system in Ontario and the digitalization of that 
system has been its principal business. They have done 
some business in the UK in terms of other kinds of 
software. They have software packages that they are sell- 
ing, and it is our hope, as this project comes to an end, 
that that part of the company will be enhanced. 

The Chair: Minister, we normally allow 20 minutes 
for opening statements. 

Hon Mr Sterling: Have I gone on more than five? 

The Chair: You’ve gone about 21% minutes. But I'll 
let you finish up, and then there may be some questions. 

Hon Mr Sterling: I know that you’ve all enjoyed it, 
though, very much. 

The Chair: You’ve certainly given us a beautiful 
legal history of our landholding system in Ontario. 

Hon Mr Sterling: I guess the net part of the whole 
thing is that to date this has cost the consumer—our net 
investment is about $115 million. We have saved about 
$75 million in government staff because government 
staff in registry offices have dropped from about 1,200 to 
under 500 as a result of how the business is done, and we 
are in fact ending up with a better system in the end. 

We have not received dividends as shareholders of this 
company at this time in terms of cash. I believe we have 
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received dividends in terms of those other things that I 
mentioned, in terms of lower-cost transactions for the 
average Ontarian. But we will continue to act diligently 
in representing Ontario’s interests as a member of Tera- 
net and also as the ultimate controller of the land registry 
system. 

Teranet owns the system. The province will forever, as 
long as we are the government of course, own the data. 
Therefore we, in the end, control that. We control the 
registration fees, which are part of the investment strat- 
egy that is involved in this. 

Thank you very much. I had a prepared speech which 
I didn’t actually read, but hope that the people who wrote 
it are not too— 

The Chair: I’m sure you can file it with us and we 
will read it for bedtime reading. 

Hon Mr Sterling: I’m sure you will. Would anyone 
care to ask me a question about the beginning? 

The Chair: As I mentioned before, last week when 
you appeared before our committee, it is rather unusual 
for a minister to appear before this committee, but we 
always welcome the opportunity. What I’m suggesting is 
that perhaps we’ll allow 10 or 15 minutes for each caucus 
to ask questions, if I hear no objections, because there 
may have been a number of issues based on that. So I'll 
start with the Liberal caucus. 

Mr George Smitherman (Toronto Centre-Rosedale): 
I'd like to ask maybe just a couple of framing questions 
to try and determine better the extent to which— 

Ms Marilyn Mushinski (Scarborough Centre): Do 
you want to frame the minister? 

Mr Smitherman: Glad to see you're awake. 

The way the relationship works talked about public- 
private sector partners, as we hear that language a lot. 
You mentioned the 60-40 split. I’m anxious to know the 
extent to which on a day-to-day basis the government of 
Ontario seeks to play its role in determining the way the 
business is run. 

Hon Mr Sterling: We don’t. We have equal repre- 
sentation on the board of directors, even though we are 
“minority shareholders.” The relationship is purposely set 
so that the company has control, so the CEO or the pres- 
ident has control of the day-to-day business. Our relation- 
ship is involved in really dealing with the agreement that 
we have with Teranet the company and through the board 
of directors in terms of general guidance to the company 
in terms of some of the major decisions which would, of 
course, include their financing arrangements. 

Mr Smitherman: Would you agree that that sets up a 
situation whereby some taxpayer dollars—or in this case, 
you used words like “investments,” talking about the 
system itself—are offered a higher level of scrutiny and 
accountability through the Provincial Auditor, as one 
example, than investments—a word that you used—into 
these public-private sector partnerships? 

Ill use as an example that this morning I awoke to 
your smiling face on television talking about absentee 
rates in the public sector. As a partner in a public-private 
sector partnership, does the province of Ontario have a 
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greater responsibility to the taxpayers to play a role in 
making sure that companies are operated with every 
available energy put toward the protection and enhance- 
ment of the taxpayers’ investment? 

Hon Mr Sterling: I think the scrutiny has to be a little 
bit different in terms of what we do because we are not 
making the individual daily decisions and therefore we 
have to hold a board of directors in the company respon- 
sible as a whole in terms of the profit and loss, the living 
up to the contract which we have made them, whereas 
when we are responsible for the actual delivery of the 
service, then we have to be more intrusive in terms of our 
scrutiny. 

Mr Smitherman: Would you see it as an unhealthy 
precedent to begin, through these public-private sector 
partnerships—which presumably are going to become 
more rather than less common—to give greater access to 
the Provincial Auditor, as an example, through the agree- 
ments that are signed? Obviously, Teranet was looking 
for business from the province of Ontario. I’m not saying 
you were there when the original deals were done, but 
I’m asking for your view. You’ve been a minister now 
for your second go-round. The Teranet file is not a new 
one to you. Probably you got back there for your first 
afternoon of briefings and were reminded that this stuff 
was still going on and you wrung your hands— 

Hon Mr Sterling: No, I expected it, actually. 

Mr Smitherman: Do you think this is something that 
we ought to be trying to enhance, to provide a higher 
level of accountability for the taxpayer in those invest- 
ments in private-public sector partnerships, as an 
example, to give the Provincial Auditor enhanced access 
to those things to protect the taxpayers? 

Hon Mr Sterling: I think what you have to do is seek 
the protection within the framework that you set up. The 
whole idea of a private-public partnership is to say that 
the private-public partnership is going to operate in a 
freer and a more competitive nature than you can as a 
public sector. The public sector is often inhibited in terms 
of how it operates because it’s not operating with a 
bottom line, it’s not normally operating in competition 
with other sectors, and therefore I think you have to take 
that into account in terms of what you’re doing. There- 
fore, I don’t think that the intrusive nature that we allow 
for our auditor to go into our ministries should be the 
same in public-private sector relationships. I believe it 
should be done through the contractual nature and the 
overall view of it from the point of view of what we, the 
taxpayers, are paying for it and what the government 
stands to win or lose out of it. 

Mr Smitherman: Wouldn’t you say that it’s a danger- 
ous precedent to establish a situation where the public 
domain is narrowed through public assets being trans- 
ferred, in a sense, to the private domain, where there is 
a—TI would say diminished; I think you would at least say 
different—level of accountability. Isn’t the danger that 
you as a minister, with some responsibility presumably, 
if I’m to read my press clippings, to try and find ways to 
save costs within the ministry that you’re responsible for, 


are taking a very different view toward that piece of busi- 
ness that used to be a core ministry business but is now in 
a public-private sector partnership and operating in a dif- 
ferent way? Isn’t there a danger that the taxpayer is better 
represented in the sense that you’re working harder to 
look at the line-by-line activities in your ministry than 
those things which have been pushed into another do- 
main and protected, I would say, from a better look-see 
from some of the tools that citizens have found import- 
ant, like the Provincial Auditor? 
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Hon Mr Sterling: I think it’s a trade-off. I think what 
you do when you’re deciding whether you’re going to go 
and have a particular service provided by the private 
sector rather than the public sector is that you’re going to 
gain more efficiencies because they are better able to 
control their expenditures, better able to make decisions 
on a day-to-day basis in terms of the running of a 
business rather than as a public sector, because of the 
pushes and the pulls that they have in the private sector, 
and therefore you say we can afford not to have day-to- 
day scrutiny in this particular matter and we can then 
describe that in a contract with the company, and if they 
step outside of that particular contract, then we can go 
back in or we can take remedial measures. That’s, I think, 
how the original contract was set up back in 1988, 1989 
or 1991, or whenever it was, with Teranet. I think there’s 
a balance there in terms of what you do. 


Mr Smitherman: In your time as a minister with 
responsibility for the Teranet file, if you will, have you 
ever been in a position to ask the senior staff there or the 
board or your government appointees on the board to 
take costs on, to sponsor events or activities? Have you 
ever aS a minister used any influence to ask Teranet, the 
private company, to sponsor activities that were of partic- 
ular interest or concern to you? 


Hon Mr Sterling: I’m not sure I understand the ques- 
tion. I have met with the chair of Teranet, I’ve met with 
some of the members of the board, whom we appoint as 
the government of Ontario, to talk to them about their 
concerns with regard the company. This is going back to 
when I was the minister before, 1995 to 1996. I have not 
had the opportunity in the last two weeks to meet with 
anybody from the board. I don’t know how many times I 
met with members of the board to talk about the direction 
that Teranet was taking, whether we should renegotiate, 
not negotiate, what the debt load was, all those kinds of 
things. Yes, I did as a minister do that. 


Mr Smitherman: I’1] just restate my question. What 
about instances where you might have asked them to look 
favourably upon something that had come across your 
desk or domain and that you weren’t in a position to deal 
with? This is a private company. Obviously they’ve got 
the capacity to do some things the government can’t do. 
Have you ever aS a minister been in a position to ask 
them to support activities that you might have favoured 
but weren’t in a position to do as a minister? 
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Hon Mr Sterling: I can’t imagine how that would 
happen; they’re in a very defined area of business. So no, 
I’ve never done that. 

Mr Smitherman: No sponsorships, no support for 
hiring of employees, that sort of thing? 

Hon Mr Sterling: No. 

Mr Smitherman: No advocacy on that part? 

I guess I have a different tack of question. One of the 
things I worry about—obviously all of us are struck 
every day by the rate of technological evolution that’s 
going on. I think about 1991. It doesn’t seem like that 
long ago—well, maybe it does to some—except when 
you place it in the context of technology; obviously 
there’s been a pretty dramatic rate of that. Is there any 
danger that because we continue to miss deadlines—I 
think you made a pretty good defence of the challenge, 
especially with the last 28% that still need to be digitized, 
but is there a danger that because we miss deadlines and 
the total time that it’s taken will be much greater than 
was originally predicted, the end product that the tax- 
payers, the citizens of Ontario, will have will be at risk of 
being not redundant but out of date technologically? 

Hon Mr Sterling: There is always that danger in 
terms of what you do, but hopefully the data and the 
technology now permits you to transfer or use all the 
work you had before to move it on to the future. 

We may decide, too, that we shouldn’t try to do this 
last stage, this last 18%, within a specific time frame of 
three to four years. We may decide that it’s more effi- 
cient and better for us as taxpayers and as a government 
to do that over 30 years in order to get that last 18% 
done. It may be much better to try to do that as the 
properties actually transact into the future and make a 
deal, or try to contract that on an individual case with all 
the lawyers across Ontario to get that finally done. So 
we’re entering into a very different stage of time in terms 
of where we’re going to go in the future, but there is that 
danger. 

Probably the ministry will be able to answer you more 
specifically on it, but as I understand it, Teranet is 
building the system so that it could be transferred on to a 
succeeding system if that became the way in the future. 

Mr Smitherman: I want to make sure I heard that 
right. Were you suggesting that it might take 30 years to 
complete those final tough ones and that that might be, 
from your standpoint, an appropriate circumstance? 

Hon Mr Sterling: I think that should be part of the 
discussion, as to whether we should do that or not. 

Mr Smitherman: How do we engage in that 
discussion? 

Hon Mr Sterling: I will engage in that discussion 
with Teranet to find out what is in the best interests of the 
taxpayers in terms of finishing off this last 18%. 

Mr Smitherman: I might say that for my two cents’ 
worth—and I will phrase this in the form of a question— 
I would ask you to ask them this. My concern would be 
that you have a situation whereby you decide to slow 
down the rate rather than finish that final piece, and 
obviously people in some parts—you’ve mentioned 





lawyers as one example. I was waiting for a response 
from my honourable friend the Chair to talk about his 
knowledge of this situation. But it would seem to me 
there would be some regional inequity in a circumstance 
that saw those more difficult ones put off with that 
project not being completed. I think that’s a danger, on a 
regional basis. 

I would be even more concerned that further enhance- 
ments to keep up with technology that you mentioned are 
there as a platform to build upon, that it would be very 
difficult to justify those enhancements to the piece that 
has already been done in the absence of having com- 
pleted the overall project. How would you respond to 
that? 

Hon Mr Sterling: I think you have to look at where 
these properties, the 18%, are. They’re probably proper- 
ties which are often within families, that may be traded or 
sold or conveyed or mortgaged once every 30, 40, 50 
years. Therefore, in terms of equity, you’re talking about 
properties generally of maybe lower value where it just 
doesn’t pay to have it all surveyed; the survey costs three 
times as much as the value of the property. You run into 
problems like that. Therefore, it’s not a question of equity 
in terms of one system versus the other, or the cost of 
doing business from one to the other, but the fact that a 
lot of these properties that we’re taking about are the 
properties that are relatively inactive in Ontario. 

What is the best way to deal with them? Is it better to 
spend $100 million—I’m picking that totally out of the 
air—when you could have this done over a longer period 
of time for, in present-day dollars, $10 million, and 
you’re not really hurting anybody in terms of how they 
transact business because the business is transacted so 
rarely in those areas? I think that has to be taken into 
account. 

I would imagine that the technology will always 
accept a new piece of property because the number of 
pieces of property is going to grow every day anyway. 
Every time you put up a new condominium, if you have 
100 apartments in it, there are 100 new properties that go 
on to the system, so it’s always going to have to be open- 
ended. 

Mr Smitherman: That’s 5,000 new properties in my 
riding alone in the last year or two. 

Hon Mr Sterling: Thanks to the growth we have in 
Ontario. 
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Ms Shelley Martel (Nickel Belt): Thank you, Minis- 
ter, for appearing before the committee today. I’d like to 
begin where the auditor left off in his audit, in terms of 
the future fallout, because the auditor made it clear that at 
the time the audit was complete the ministry could not 
give the auditor a good indication of where it was 
heading. Specifically, “The Ministry also advised us that 
it was in the process of assessing its options for auto- 
mating the land registration system.” So, by your com- 
ments here today, should the committee assume that the 
ministry has completed its assessment of options and you 
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are clearly determining that you will continue with 
Teranet? 

Hon Mr Sterling: I can’t answer that. I do know that 
we hired a consultant to evaluate the situation before the 
auditor began his report. I don’t believe we have that 
evaluation back yet. 

Ms Martel: This is the second evaluation after the 
outside consultant who reported in 1999? 

Hon Mr Sterling: I’m going to have to defer to my 
deputy on that. This is a point of history that I wasn’t 
involved in. 

Ms Sandra Lang: The review that the minister 
referred to is very much an ongoing initiative between 
ourselves and SuperBuild, which is a part of the govern- 
ment’s examination of its ownership interest in the com- 
pany. We have yet to complete that evaluation. We have 
explored a number of options, we have a number of 
options that we’re looking at, but we haven’t completed 
the analysis yet of those options to determine whether 
there is a specific course of action that we then want to 
sit down and negotiate with the company. 

Ms Martel: Let me back up because your options, as I 
just heard you, all include Teranet. When I read the 
auditor’s report, it seemed to me that there were options 
outside of continuing with Teranet. Is the review specif- 
ically on how to continue the relationship with Teranet 
but to improve it so that they continue to be the company 
providing this service? 

Ms Lang: I certainly think that is a very real option. 
It’s not necessarily the only option. I think we want to 
ensure that the investment we’ve made to date with the 
company is continued if in fact that is a viable option and 
one that’s fiscally prudent. 

Ms Martel: Can you describe to the committee what 
other options you’re looking at that might be outside of 
Teranet? Is the ministry seriously considering resuming 
ownership of this project? 

Ms Lang: I think it’s fair to say we’ve looked at that, 
but as I indicated earlier, we haven’t completed the 
analysis of that. There also is potentially the option of 
looking at a different company, should we want to pursue 
a different course of action with another company. But 
all of those are, at this point in time, just options that are 
needing to be done. As good public servants, you know 
it’s our job to look at all the options available to us and 
provide the best advice we can using principles of good 
customer service and fiscal prudence. 

Ms Martel: I appreciate that, Deputy. I guess what 
worries me is the uncertainty, because as I listened to the 
minister, I certainly got the impression we were con- 
tinuing on with Teranet. I apologize if I was mistaken in 
that. What worries me is that the auditor completed his 
report in, what, April 2000? We are now in February 
2001 and you still can’t give us a clear picture of whom 
you’re going to continue with and how this project is 
going to unfold, almost a year later. Doesn’t that worry 
you? 

Ms Lang: I think it’s fair to indicate that we have 
been, in the course of that year, doing a significant 
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amount of work exploring options. But we’ve also 
engaged, as I indicated earlier, with SuperBuild in a 
process to do the appropriate kind of due diligence. 
We’ve engaged financial firms, technology firms and 
legal firms to do the best analysis they can and give us 
the best advice on what our going-forward strategy ought 
to be. 


Ms Martel: Can you tell us, Deputy or Minister, 
whoever wants to respond, does the ministry have con- 
cerns about Teranet’s financial stability? I'd refer back to 
the bond issue in September 1999, which clearly 
involved Teranet using its proceeds (a) to pay loans and 
(b) to finance the future costs for this system. Now, those 
future costs were not identified by the auditor, so if you 
know what they are and can share them with the com- 
mittee, that would be helpful. But are you in any way 
concerned about their financial viability as a company 
and whether or not it’s going it make good business sense 
to continue with them as a partner? 


Hon Mr Sterling: Of course we are. We always will 
be concerned about debt. We, the taxpayers, own 40% of 
this company and that’s why we have people on the 
board of directors: to be concerned about that. I would 
point out that that bond issue is issued by the company. 
It’s not a liability of the taxpayer as such, save and 
except that it’s a liability of the company of which we 
have part ownership. It’s quite important to understand 
the distinction. Therefore, it limits our liability in some 
ways in terms of the government of Ontario. 


Ms Martel: Except it would become a liability to you 
if one of the options the ministry chose to continue this 
process was to terminate its relationship with Teranet, 
because Teranet put up as security its licence with the 
province, the agreements, all the computer software and 
the equipment. So the issue of where you’re heading is 
particularly important, because if where you’re heading 
includes terminating your contract with Teranet, there are 
some serious obligations that the province would have to 
assume. 


Hon Mr Sterling: I don’t want to hold that out as our 
number one choice by any stretch of the imagination. I 
think we’ve had a long relationship with Teranet over the 
last 10 or 11 years, and the likelihood is that that will 
carry on and we’ll continue to work with them to try to 
make this system work and to get the project done to the 
best degree we possibly can. My guess would be that it 
would be more difficult to untangle than to try to make 
this thing work, and we are working as partners with 
them to try to make it work. 


Ms Martel: Do you know what their future costs are 
with respect to implementing the automation? This goes 
back to their issuing the bonds to have enough money to 
cover that. Do you know what their costs are? 


Ms Lang: I think the costs are going to be determined 
partially by how we decide to proceed in going forward. 
If we continue on the same path that we’re going at the 
moment, I think the estimate from the company was 
somewhere in the order of $700 million. But we have not 
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made any of those determinations in terms of accepting 
that as our going-forward strategy. 

Ms Martel: Is SuperBuild looking at this $700- 
million estimate? Can you give the committee a clearer 
picture of why that appears to be so high now? What 
does it involve? 

Ms Lang: SuperBuild is looking at that number. 
They’re looking at a variety of components of the com- 
pany and its estimation of the costs. I think the costs are 
probably related, as the minister alluded earlier, to the 
nature of the records that have yet to be automated and 
the amount of time associated with trying to convert and 
automate those records in a very timely way. 

Ms Martel: Just out of curiosity, has SuperBuild also 
looked at—perhaps they’re not the ones—has the 
ministry sought some legal advice with respect to what 
its obligations might be if the relationship with Teranet 
was severed? I’m not suggesting that’s where you’re 
going, but certainly as a result of the bondholder issue, 
did the ministry seek legal advice at that time to clearly 
understand what its obligations might be? 

Ms Lang: Yes, we did. It’s our belief that we do not 
have any liability that relates to the bond. We were quite 
clear in getting legal and financial advice, and we con- 
sulted the financing authority for the province as well. 

Ms Martel: So despite what has happened and despite 
what was put on the table as an asset, there are no 
repercussions for the province? 

Ms Lang: We still have ownership of the data, and we 
also have in one of our agreements the expectation that 
we will continue to see the operation of the land registry 
system should there be a break in the relationship with 
Teranet. 

Ms Martel: The ministry does that, and that’s clearly 
in the agreement? 

Ms Lang: Definitely in the agreement. 

Ms Martel: In terms of the decreasing revenues that 
are coming back to the province, is SuperBuild examin- 
ing why that is happening? For example, we know that in 
1994-95 the revenues were about $38 million, and that 
declined to about $13 million in 1999-2000. Is the minis- 
try examining why those revenues continue to decline 
when it appears there would be more transactions going 
on than ever before? 
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Ms Lang: I think I would interpret your question to 
refer to the royalties. Is that the number you are referring 
to, the royalties coming back to the province? 

Ms Martel: I would assume so, but I don’t think the 
word “royalties” was used. 

Ms Lang: I think the numbers you referred to are 
clearly the numbers associated with the royalties. 

Ms Martel: And the decline is associated with what? 
The committee would have to assume that an increasing 
number of transactions would be occurring, so our 
royalties should be increasing, not declining. 

Ms Lang: That’s right. I’m going to ask David Roote. 
He’s the ADM responsible for this division, so he can 
respond to that question. 


Hon Mr Sterling: Mr Chairman, while I’ve offered 
myself, perhaps members of your committee would 
rather ask questions of my officials. 

The Chair: In all fairness, we allowed the official 
Opposition 15 minutes to question you, and we’ll allow 
Ms Martel and your own government members the same 
time. Whether they use it to question you or the ministry 
is entirely up to them. 

Hon Mr Sterling: I was trying to get out of here, 
that’s all. 

Ms Martel: Any of these that you’d like to answer 
would be fine with me, Minister. 

Mr David Roote: If I could, then, the original model 
that was established assumed that as properties got auto- 
mated, the statutory fees related to the registrations on 
those properties would be transferred to the company as 
an ongoing funding mechanism to pay for the project. 
What the Provincial Auditor looked at, and our assump- 
tion, was that as those revenues began to increase to the 
company, we were also experiencing savings. As the 
minister mentioned, we have saved about $75 million in 
staff costs and we also no longer have the operation of 
the system, since it’s operated through the company. So 
on a net basis, the province is better off and, as the 
minister mentioned, our net cost is about $114 million. 
So it was always assumed that as the properties became 
automated, the fee revenues would be transferred to the 
company to pay for the ongoing cost of the project. 

Ms Martel: But the revenues are dropping. 

Mr Roote: The retained revenues for the province, 
because as more properties get automated, those revenues 
go to the company. We retain the revenues associated 
with the properties that are not automated. 

Ms Martel: But isn’t the split 50-50? 

Mr Roote: That’s on the basis of the profits from the 
company, not the diversion of revenues from regis- 
trations. 

Hon Mr Sterling: I think it varies in terms of 
searches. If it’s automated, Teranet gets 95% and the 
province gets 5%. On registrations, I think it’s 75% in 
royalties to Teranet and 25% to the province. You have 
to remember too that as what we get back is dropping, so 
are our costs. Yes, we’re getting less in terms of the 
revenue pot, but we’re being pulled upon less and less 
each day as more and more of these properties go on to 
the automated system. It will be a net wash in the end and 
hopefully net positive for us. 

Ms Martel: That was going to be my next question. 
So far we’ve seen a decline over the period 1994-95 
through to 2000. I don’t know if you have any estimates 
of your revenues for 2000-01 or if it’s too soon to give 
the committee an idea about it. Are we going to end up in 
a situation where there actually isn’t a net benefit, that 
we’re seeing a loss in the outgoing years as this project is 
completed? 

Mr Roote: No. We will continue to retain the revenue 
from registrations against properties that are not auto- 
mated. Since the automation project has carried on longer 
than was originally anticipated, the retained revenue for 
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the province is also more prolonged. Also, as a result of 
the properties being automated and fees being transferred 
to the company, our royalty payments rise, because, as 
the minister mentioned, 25% of the registration fees 
come back to the province as royalties. So our royalty 
payments are rising as the properties get automated. 

Ms Martel: Do you have a schedule you could 
provide to the committee that would show both of those 
streams? I must confess that not all of this is very clear to 
me. 

Mr Roote: I’m sure we could provide that. As the 
deputy has mentioned as well, it will be affected on the 
basis of the go-forward model we develop, once we 
finalize what the public policy approach is going to be in 
the future. 

Ms Martel: Could you give us—and maybe the 
deputy or the ministry could answer—some of the things 
you’re looking at with respect to trying to improve the 
accountability you have with Teranet? I gather there has 
been no contract signed with respect to the latest dead- 
line, which in our documents appears to be 2010. I don’t 
know if the ministry thinks that will be the actual 
deadline or whether that is something SuperBuild is also 
looking at. Can you give us some idea of what you’re 
looking at in terms of how to improve the relationship so 
that there is better accountability and we more clearly 
understand the costs that are coming at us and the 
schedule as it appears to be going away from us? 

Mr Roote: If I might, Deputy, the deputy talks and 
meets regularly with the chair of the board. Prior to board 
meetings, the deputy and I also speak with our provincial 
appointees on the board. I also sit as a non-voting mem- 
ber on the board. That was one of the recommendations 
made out of the consultant’s report so that we have a 
greater direct presence at the board meetings from a 
provincial standpoint. We do have good oversight as to 
what’s happening with the company, and we will be 
talking about the various models and what the com- 
pletion date will be or how we determine when the 
completion of the project will be. That’s part of the 
options we’re reviewing now. 

Ms Martel: Are you in a position to share with the 
committee any of those at this time? 

Mr Roote: I think the deputy has mentioned a couple 
and the minister mentioned a couple with regard to look- 
ing at conveying or doing transactions of the properties 
that are conveyed into the future. There are a variety of 
different things, but we’re still in the early stages of 
doing the analysis, and now with SuperBuild involved as 
well they are looking at the financial and ownership 
interests. So those things all have to be put together; they 
have to be done as a package deal. 

Ms Martel: Do you have any idea when the review 
will be complete? 

Mr Roote: SuperBuild is hoping to have some results 
of their analysis available in the spring, and we hope to 
be able to have our information with regard to the public 
policy options completed around the same time. 
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Ms Martel: In the meantime, you have not extended 
formally by way of contract the completion date, so the 
completion date that is still in effect would be the one 
that was signed in January 1998 for 2004. 

Mr Roote: That’s correct. 

The Chair: We’ll have to leave it at that for now, Ms 
Martel. Mrs Munro. 

Mrs Julia Munro (York North): I wanted to go back 
to the little history lesson that the minister provided us 
with in relation to the fact that when you talked about the 
historical role the province has provided in this area, it is 
clearly providing the kind of service primarily to the 
legal profession in terms of being able to execute the 
research that’s necessary for those lands to change hands. 
I just wondered whether, through you or the deputy, we 
have any notion in terms of the way in which this current 
process is working and whether we can look at the kinds 
of things that are happening today as a result of those 
changes that have been introduced through Teranet. 

Hon Mr Sterling: I have to say that of course when- 
ever you go into these kinds of things you have resistance 
in terms of people who are involved in it, but those 
people who are involved in it love the system. We have a 
lawyer who would speak to it, if that’s the desire of the 
committee, in terms of transacting property and those 
kinds of things. 

I must say that when I looked at it, as I said before, 
having been involved under the old system, I was some- 
what skeptical about some of the things and particularly 
concerned about the security of transactions and those 
kings of things. I became convinced after I listened to the 
debate that in fact the new system, the electronic system, 
is in a lot of ways more secure than the paper system, 
because there was forgery; there were methods of fraud 
under the old system. The system will work and it will 
work well, and the legal community will speak very 
highly of it. I think you should also know that it will lead 
to lower transaction costs for the consumer because the 
system is more efficient in terms of everybody’s time and 
it is more certain in terms of the titles that are being 
transferred. 
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I suspect we’ll have a debate here in the Legislature 
maybe five, 10 or 15 years from now—I’m not sure when 
that debate will take place—that maybe we’ll have con- 
veyancers in this province instead of lawyers doing this 
kind of business. It would of course require them to be 
well trained. This has happened in England in terms of 
the conveyancing profession. Mind you, those convey- 
ancers are trained just about as long as the lawyers are in 
terms of what they’re doing, but I suspect that will hap- 
pen. But right now, as I mentioned before, the cost per 
transaction is about the same now as it was in the 1970s 
in terms of the solicitor’s fees. Other costs have gone 
up—the costs of surveying, the costs of real estate fees, 
because property is worth more and it’s a percentage of, 
and those kinds of things—but if you look at the cost per 
transaction, it’s stayed the same, and that’s because of 
some of the automation that has gone on. 
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Mrs Munro: I just have one other question then that 
sort of relates to that, looking at this in terms of what role 
this automated land registration system is going to play in 
the bigger world of e-commerce. There were questions 
raised a few moments ago about how flexible this system 
that is being designed today is going to be for the future. 
Obviously it would seem to me that this is also part of 
what should be in the mandate, if you like, of the 
organization. 

Hon Mr Sterling: That’s a good point. The whole 
idea of setting up Teranet was not just to run the land 
registry system and automate it. The whole idea of 
setting up Teranet as a public-private company was that 
they would in fact become innovative, they would use 
this as a jumping-off point in terms of other services. 
They have, as I understand it, already been involved in 
some other kinds of services. I had examples of them. 
Maybe you can give me a hand on exactly what other 
kinds of businesses they’ ve been involved in. 

Mr Roote: They are developing an electronic portal 
for the legal community called BAR-eX. That’s their 
brand name. It allows the legal community to do a lot of 
different things. Even getting into the ordering of legal 
supplies, they can have linkages now. As the minister 
said, they want to get more innovative, they want to 
expand in the market for lawyers so that they have not 
only the real estate business but they get into the other 
business that lawyers are engaged in, in order to expand 
their markets in those areas. They have done quite well in 
that regard. 

Ms Lang: I would also refer to the fact that they are 
engaged in work with the Ministry of the Attorney 
General as well. They’ ve automated the writ system. The 
writ system is one of their products. As the minister 
alluded to, they have also been engaged in some initiative 
with the government in the UK in looking at the extent to 
which their products might be useful to some of the 
initiatives the UK is currently considering as they relate 
to their land registry system. 

I do know that they’ ve also had some discussions with 
the provinces west of here. Saskatchewan, for example, 
has been talking with them about the product they have 
and whether there’s some value there in terms of 
Saskatchewan taking a look at our process. 

Ms Mushinski: I’d like to follow up on Mrs Munro’s 
line of questions, because it seems to me, when I look at 
some of the handouts you provided to us this morning, 
that there’s significant experience on behalf of Teranet if 
you look, for example, at the awards they’ve received 
etc. Can you advise us if a cost-benefit analysis was 
conducted prior to entering into this contract in 1991? 

Ms Lang: Yes. There were actually quite a few cost- 
benefit analyses conducted. My understanding, based on 
the information that I’ve been given to date, is that in the 
late 1980s there were some cost-benefit analyses that 
were looked at as the government of the day was con- 
templating the automation and seeking out a private 
sector arrangement. There were also when the contract 
was signed. 





Ms Mushinski: Could you say that again? That was in 
1988? 

Ms Lang: It was 1987 or 1988, the latter part of the 
1980s. 

Ms Mushinski: During the Peterson government. 

Ms Lang: I know the ministry also conducted some 
examination of what it would cost for the government if 
we were to carry out the automation process utilizing 
continued investment in public servants and the tech- 
nology of Polaris. At that time, I think the estimates were 
well in the order of somewhere over $600 million, with a 
timeline of about 15 years to complete the automation. 
It’s also fair to say that at that time we weren’t contem- 
plating electronic registration. It was simply automation 
of the records and conversion to title. 

In the early 1990s, when the contract was about to be 
signed, due diligence was taken at that time. I understand 
that consultants were brought in to take a look at the 
arrangement and the contracts, and the assessment was 
completed before the contract was signed in the early 
1990s. So there has been a series of examinations, both 
from a cost-benefit perspective and also to ensure the 
contracts were tight and in the public interest. 

Ms Mushinski: I’m trying to get a handle on this 
change from 3.4 million properties to 4.3 million, which I 
believe, Minister, you said represents about 17% that 
haven’t been registered yet, or converted, I guess? 

Hon Mr Sterling: Let me clarify that. As we were 
saying, each time a condominium is registered—let’s say 
it would have 100 units in it—that increases the number 
of parcels there are in Ontario. Because we’ve had such 
significant growth in that kind of development over the 
last five or six years, it raises the total number of parcels 
of land—calling your space in the air a parcel—from, I 
think, 3.5 million to 4.3 million or whatever. So the 
number— 

Ms Mushinski: So that’s growth? 

Hon Mr Sterling: Yes, that’s growth. But of the 4.3 
million in total, we still don’t have 28% automated at this 
point in time. It’s easy to automate the new ones that are 
coming on, but it’s more difficult— 

Ms Mushinski: I take it that the new ones—I’m 
looking at growth of close to 4,000 units coming on 
stream in my own area in the next little while, very close 
to the growth in Mr Smitherman’s riding, thanks to our 
government, of course, but he never said that. I take it the 
growth is automatically registered under the new system. 

Hon Mr Sterling: It depends where it’s occurring, but 
generally speaking, yes. If it occurred in Sudbury, it 
wouldn’t, because it hasn’t happened in Sudbury at the 
present time. 

Ms Mushinski: So does that 28%, which is what I’m 
trying to get a handle on, have to do with the complexity 
of the transaction, does it have to do with the location? 
Why has that 28% not yet been undertaken? 

Hon Mr Sterling: The answer is partially both of 
those—the way you put the question. Part is the location. 
They have gone, in terms of automation, to one geo- 
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graphic area. I think they started in Kitchener and then 
went to London. 

Interjection: Woodstock. 

Hon Mr Sterling: Woodstock. They’ ve sort of moved 
from registry area to registry area. If you were looking at 
it, there are probably 8% to 10% that are still somewhat 
easily done. Those would be in suburban areas like Thun- 
der Bay and Sudbury, where they are under a land title 
system. Automating those records will be fairly easy. 
Once we get to 80% or 82% or 83%, the other 18% will 
be difficult to do because they are in the land registry. 
They are out in the rural communities, and the titles 
aren’t quite as good in those areas. 

Ms Mushinski: My last question has to do with other 
jurisdictions. Are there other jurisdictions within Canada 
that have automated their land registry process? 

Mr Roote: Yes, there are. BC OnLine is one of them. 
But to compare Ontario with the other jurisdictions in 
Canada, Ontario certainly has the most properties and, as 
the minister has said, in some of the other jurisdictions, 
particularly in the west, all the properties were in land 
titles to begin with, so the conversion process wasn’t 
necessary. 

In the eastern provinces, New Brunswick and Nova 
Scotia are also going to convert their properties. They’ re 
in registry and will be converted following the Ontario 
lead, because they do see the benefits we are incurring in 
Ontario and are pursuing automation like us. We are 
certainly front-runners with regard to the ability to have 
electronic land registration. We’re the only jurisdiction in 
Canada that has that, and it’s a decided advantage for the 
consumer and for the legal community to be able to 
register electronically. 
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Hon Mr Sterling: Chair, maybe we didn’t explain 
that there are sort of two pieces to it. One piece is the 
land titles records that are automated. They are there. 
When you go to search the title, you can punch it up and 
can find it, or you can find it on your screen in your 
office. The other part is transacting the business, convey- 
ing the piece of land from A to B. 

As we’ve pointed out, the project has changed. It was 
originally just an automated record that you could punch 
up and then search your title. Now it has become not only 
that but the ability to transact business on your computer. 

The Chair: Just for clarification, you talked about the 
growth taking place in condominiums, but the same thing 
would apply to any new subdivision that is registered or 
any severance that takes place that creates more units. 

Hon Mr Sterling: Absolutely. Yes, that’s right. 

Ms Mushinski: I understood that. Just one quick 
question: have you had an opportunity to view the 
Provincial Auditor’s recommendations with respect to 
the ministry independently reviewing Teranet’s pro- 
cedures? These were all alluded to in the auditor’s report 
on page 71, which are now sort of contained within rec- 
ommendations that Teranet should reassess its estimation 
procedures for project costs and timetables, that you 
should independently review Teranet’s procedures and 
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cost estimates, and that Teranet’s accountability pro- 
cesses be improved to ensure that relevant operational 
and financial matters be brought to the attention of key 
ministry officials on a timely basis. 

I wondered if— 

The Chair: Just to be clear on that, those recom- 
mendations were not contained in his report; they were a 
handout this morning. 

Ms Mushinski: I realize that, but they were certainly 
alluded to in the auditor’s report. 

The Chair: They were alluded to, yes. 

Mr Erik Peters: They are on page 71. 

Ms Mushinski: I wonder if you had any comment. 

Hon Mr Sterling: It’s an ongoing process. We have 
to continue to be diligent in demanding of Teranet and 
the company what its estimates are, what its projected 
costs are, and are the dates realistic in terms of the job to 
be done? The ministry, as I understood it, prior to the 
report of the auditor last year, had already started and 
engaged in evaluating where we were and where we’re 
going. We have to do that. I think it’s absolutely essential 
with a project of this size that we continue to do that and 
continue to meet with our members on the board to 
ensure that our interests—the taxpayers’ interests—are 
being properly represented. 

Mr Bart Maves (Niagara Falls): Thank you, Minis- 
ter, for appearing today. You’ve got a good grasp of this 
system and this process. You were probably a minister of 
the crown way back—half the time of the history you 
talked about in land registry. 

Part of the history of this process itself—I may be 
wrong, but correct me if I am—is that all the cost-benefit 
analyses and the decision to go with a private-public 
sector partnership started in the 1980s with the Peterson 
government, and then in the early 1990s the NDP 
government agreed that was the right way to do this 
project. In 1991, did they have a full and open tender 
process in order to find Teranet as a company to go into 
this business with? 

Mr Roote: At the time the election took place, there 
was another due diligence review. The deputy mentioned 
that there have been several of these done over time. So 
prior to the deal being agreed to or being completed, 
there was another due diligence review that was under- 
taken by the government of the day at that time, and the 
deal was then signed in 1991. 

Mr Maves: Was there a tender process to pick 
Teranet? 

Mr Roote: No, the process by which Teranet was 
formed started prior to that time. There were expressions 
of interest primarily from the surveying community. 
There was then a consortium arrangement developed 
which led to the formation of Teranet. So that was not 
reviewed. What was done was the due diligence review 
as the founding assumptions around this, and the govern- 
ment then signed the deal in 1991. 

Mr Maves: When they signed the deal in 1991, the 
business arrangement that the minister talked about, with 
their revenue, the diversion of certain revenues, the 
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royalty, the dividend streams and all that, that was set up 
in 1991 also? 

Mr Roote: That’s correct. 

Mr Maves: Has that been adjusted at all since? 

Mr Roote: No, we’re still operating with the same 
basic agreement that was struck in 1991. 

Mr Maves: In part of the auditor’s report he talks, and 
we talked this morning, about this $44-million debt that 
the company has right now. Where has that debt accumu- 
lated from? What has caused that to accumulate? 

Mr Roote: That’s their overall financial statements if 
you looked at the company, their accumulated debt with 
regard to the carrying costs from the bond debenture and 
all other lines of business that they have investments in. 
So if you looked at the bottom-line position on a cumu- 
lative basis, there’s a $44-million debt. 

Mr Maves: By looking at that, is it possible to 
determine what parts of that pertain to our dealings with 
them and what might pertain to other dealings the com- 
pany might have? 

Mr Roote: I don’t have those figures available, but we 
certainly will be looking at, from the standpoint of what 
makes good sense from the taxpayer’s value, the Polaris 
project and its financial dynamics going into the future. I 
don’t have a breakdown of those numbers. 

Mr Maves: Both the deputy and the minister have 
said, and I quote the deputy, “Originally, we were not 
contemplating electronic registration when the process 
started.” In 1991, there was this $275-million estimate to 
complete the process. Both timelines and costs have 
changed. How much of that change in the cost and 
timelines of the project was the result of the change of 
the scope of the project? 

Mr Roote: First of all, the $275-million figure was 
not an all-in figure. When we look the documents that 
were signed when the deal was entered into in 1991, the 
total costs estimated at that time were just over $400 
million. In today’s dollars, that’s about $500 million. The 
major cost considerations that have occurred since the 
deal was originally signed were the debt financing 
through the bond and renegotiation of the agreement with 
the company’s subcontractor, which added some addi- 
tional cost to the projected completion of the project. 
Those were the two major cost considerations. 

Mr Maves: Can you explain why the company left its 
original subcontractor? 

Mr Roote: At that point, the cost to retain the sub- 
contractor was greater than the returns they were getting 
on the transfers of revenues from the province. So they 
were paying more than they were getting in return for the 
business they were conducting. So they’ve reduced their 
cost by terminating the contract with the supplier. Now 
they do it all in-house. 

The Chair: Just one question for clarification, using 
the Chair’s prerogative, just to get some clarification with 
respect to a statement that you made, Minister: you said 
that the ultimate aim is for the system to be less costly to 
the consumer. I wonder how that relates to the tremen- 
dous increase in the land transfer tax over the last 10 


years. Also, you made a statement to the effect that in the 
long run it will not, in the new system, be necessary for 
people to get title insurance, and yet title insurance is 
something that’s really only come into vogue in Ontario 
over the last 10 years. Would you just like to clarify 
those? 

Hon Mr Sterling: Yes. Number one, land transfer tax 
has nothing to do with the registry system. It’s a method 
of taxation that we pay, and those rates are determined 
the same way your rates of income tax would be struck, 
and all that money just goes to the Ministry of Finance. I 
believe there have been decreases since 1995 in land 
transfer tax, after substantial increases in land transfer tax 
prior to 1995, and I'd be pleased to provide those to you. 

The other question was— 

The Chair: Title insurance. 

Hon Mr Sterling: Yes, title insurance. Title insurance 
is available very widely in some states in the United 
States, and there has been some talk of title insurance 
companies coming and doing business in Ontario. But 
when you have a land title property, when you look on 
the screen when it’s automated, what you see is probably 
one or two or three documents: you would see the 
subdivision agreement, if you lived in a subdivision; you 
would see a mortgage on the property, which would be 
put there either by the builder or the predecessor you had; 
and you would see a deed on that particular title. 

When the property is transferred to you, you essen- 
tially get a deed or a transfer—it used to be deeds; 
they’re now transfers—that says, “You are the owner of 
this property, subject to this mortgage and subject to the 
subdivision agreement.” That’s your title. That’s what a 
title insurance company would do for you in the state of 
Illinois: they would provide you with title insurance, for 
which you would pay, as I understand it, somewhere 
around $200 or $300. They have a private insurance 
company over here which does that. We don’t have that 
need here in Ontario, nor do we have the need for the 
lawyer to go back 40 years and search the title, because 
all he has to do is look at the most recent instruments and 
say, “The title is good. The province stands behind it,” 
which is actually, in some ways, a heck of a lot better 
than an insurance company, because the province is 
forever going to be here. 

The Chair: I’m sure we’ll have further discussion on 
that. 

Thank you very much, Minister. It’s five to 12. We 
can either adjourn now and come back at 1:30 or—was 
the ministry going to make a presentation as well or did 
the minister give the ministry’s presentation? 

Ms Lang: The minister did a fine job. 

Hon Mr Sterling: She’ll tell you something after 
lunch. 

The Chair: Then I would suggest that we recess at 
this time and come back at 1:30. 

The committee recessed from 1153 to 1334. 

The Vice-Chair (Mr John C. Cleary): I call the 
afternoon session of public accounts to order. It’s my 
understanding that we’re going to carry on with the 
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rotation this afternoon from where we left off, but the 
auditor has a statement he wants to make on some 
questions that were answered this morning. 

Mr Peters: Thanks, Chair. Ms Martel raised a ques- 
tion about royalties and the net income going down. Over 
lunchtime we secured some numbers on this and I won- 
der, Mr Roote, if you would be in a position to verify the 
numbers we had for the revenue. As we said, for March 
31, 1995, the net revenue to the ministry was $38 mil- 
lion; for March 31, 2000, it was $13 million. The royalty 
component of that in that period—maybe I should give 
you all the components, remembering that where fees are 
charged for records that are not transferred to Polaris, the 
ministry can retain 100%. 

In 1995, $71 million was earned in revenues not on 
Polaris, and $2 million was earned in terms of royalties 
from Teranet by the ministry. We have to deduct from 
this the branch expenditures of $35 million, which gives 
you then $38 million for 1995. 

The comparable numbers for March 31, 2000, were 
that $29 million was earned from records not on 
Polaris—in other words, that’s 100% the ministry’s— 
royalties were now $12 million, so they have increased as 
we assumed they would over this period of time, for a 
total of $41 million, less branch expenditures of $28 
million, giving a net revenue of $13 million. 

You may want to comment, but that’s the best we 
could provide in terms of bringing the background to 
bear. 

Mr Roote: If I might, just to repeat what I mentioned 
this morning, the intention of the project, the way it was 
intended to be funded, was that the fees would be trans- 
ferred to Teranet at the time the property was automated 
and registrations were made against that property. It was 
assumed that as more properties got automated, there 
would be a larger revenue transfer to the company that 
continued to fund the project. So the fact that the retained 
fees of the ministry have declined is not inconsistent; it’s 
quite consistent with the way the funding model worked 
for the project. 

Mr Peters: I agree with that. That really means that 
the decline is there because, as more records are trans- 
ferred to Polaris, the proportion of 100% revenue, in 
other words, pertaining to non-records, would decline 
and the royalties would go up. 

Mr Roote: That’s correct. 

Mr Peters: That’s the working relationship. 

The Vice-Chair: Is everyone happy with that at the 
present time? If so, we’ll move on to rotation now. It’s 
the official opposition’s turn. 

Mr John Gerretsen (Kingston and the Islands): Just 
so I’m clear, all the fees at the registry offices, other than 
land transfer tax, are set by your ministry. Is that correct? 

Ms Lang: All the statutory fees are set by us. Yes. 

Mr Gerretsen: Those fees have increased substan- 
tially, let’s say, in the last 10 years. A registration fee 10 
years ago was about $20 and now it’s $60 per document. 

Mr Roote: I think the fees, when they were changed 
in 1993, at that time were $27.50 and they went to $50. 
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Mr Gerretsen: Right, in 1993, and they’ve just 
recently gone to $60, I believe, as of— 

Mr Roote: December 5. 

Mr Gerretsen: —December 5 of this past year. The 
search fees have gone up as well, from $5 to $8 just 
recently. 

Mr Roote: That’s correct. 

Mr Gerretsen: Those are fees that have been totally 
initiated by your ministry. 

Mr Roote: That’s correct. 

Mr Gerretsen: So when the minister said this morn- 
ing that in effect the system is getting cheaper from a 
consumer’s viewpoint, that’s not quite correct. In actual 
fact, the fees have gone up quite drastically just within 
the last two to three months. 

Ms Lang: That’s accurate. The fees have gone up, but 
I think what the minister was alluding to was that the cost 
to the consumer should go down, particularly with 
automated properties, because we don’t have to spend a 
fair amount of time and energy doing all the searches that 
were associated with the manual system. The consumer 
should be benefiting by not having to pay the legal 
community quite as much as they did and by not having 
to have as many folks trekking down to the registry 
office and charging to the consumer the costs associated 
with doing those kinds of transactions. 

Mr Gerretsen: He also said, though—and I think ’'m 
quoting him correctly—that in fact the legal fees that 
customarily have been charged for the lawyers’ involve- 
ment in transactions are at about the mid-1970s level, 
that that really hasn’t gone up all that dramatically. So 
I’m not quite sure how what you just said jibes with what 
he said this morning. 

Ms Lang: I’d be quite happy to bring one of our 
witnesses up, Mr Gerretsen, if you think that would be 
useful. We do have a lawyer with us today who practises 
out there, and she might be quite happy to respond to 
your query. 
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Mr Gerretsen: Maybe we can wait for that until a 
little later on. 

Ms Lang: OK. 

Mr Maves: While we’re on the subject— 

Mr Gerretsen: OK, let’s hear from the lawyer. 

Ms Lang: Maybe Jennifer Smout could come up. 
Jennifer is counsel for the city of London. 

Mr Gerretsen: The question I have of you, Ms 
Smout, is, are the legal fees that lawyers are charging in 
real estate transactions—I’ m talking about their fee com- 
ponent. The minister said this morning that they have 
remained relatively stable since the 1970s. A lot of the 
other costs relating to real estate transactions have gone 
up—lI think he was talking about real estate commissions 
and things like that—but the legal fees that are charged 
on a standard transaction have remained relatively stable 
over the last 25 years. I believe that’s what he said, and if 
he didn’t say that, I’d like somebody to correct me. Do 
you agree with that statement? 
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Ms Jennifer Smout: I was here this morning, and I 
did hear the minister’s statement. To the best of my 
recollection, the statement was that the fees have, for the 
most part, stayed the same since—I believe he said—the 
1970s. What the minister did say, though—and I did hear 
quite clearly—is that the other costs associated with real 
estate transactions have in fact increased. That’s what we 
in my profession would call the out-of-pocket or 
disbursement costs. It’s well known across the province 
that fee searches—charges by conveyancers and title 
searchers—and also registry fees are all tacked on to a 
bill in addition to the lawyer’s fees. It’s fair to say the 
lawyer’s fee has probably stayed the same, but the cost 
for the conveyancer or a title searcher to do the search 
has not, and you’ve seen those go up. 

One of the beauties of an automated land registry 
system is that there is an enormous public benefit we 
haven’t really spoken about this morning. It’s imperative 
for everyone to understand that an automated land 
registry system reduces the number of documents that 
have to be reviewed in order for someone to offer an 
opinion on the title, so that a purchaser can buy, a vendor 
can sell or a bank can put a mortgage on the property. In 
some instances in the registry system, you might have to 
look at hundreds of documents in order to give that 
opinion. In an automated system you don’t. The fewer 
the number of documents your conveyancer is required to 
pull and copy and review, and that the solicitor is 
required to review, the less time that’s involved and the 
less time that’s charged. 

Mr Gerretsen: That’s the whole purpose of going 
into the new system. But let me ask you this—and it 
relates to title insurance. I should tell you that I’m a 
lawyer as well and have practised in this area over the 
last 30 years or so. Until 10 or 15 years ago, title 
insurance was an unknown commodity in most parts of 
Ontario. He made the statement this morning that as we 
go into this system, basically you don’t need title insur- 
ance. Ironically, it’s just within the last five or 10 years 
that title insurance has become more and more in vogue, 
costing the consumer more money than used to be the 
case when they simply relied on the opinion of a lawyer 
in most real estate purchases. Do you have any comments 
on that? 

Ms Smout: My experience with title insurance, I will 
admit to the committee, is somewhat limited, but I am 
well aware of it. I’ve studied it since it’s been imple- 
mented. In fact, in our jurisdiction in Middlesex we had 
the first fully automated land registry office in the prov- 
ince, so we’re really on the cutting edge. We were also 
the first to have electronic registration. When the title 
insurance issue came to our community, many of us 
thought, “We won’t use it” or “We won’t need it.” But 
there are instances where title insurance is a very useful 
product. 

I know many people in the non-automated or the old 
registry system see a huge benefit to title insurance, 
because it can actually help bring the cost of a transaction 
down. But the big benefit of title insurance is that in 
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many instances a purchaser does not require a survey of 
the property. Title insurance can cover situations where a 
survey isn’t available. The cost of the survey will vary 
from one jurisdiction to another. They might be a few 
hundred up to $1,000 or more, depending on how 
complex the property is. So there are benefits to title 
insurance, and mostly in that particular situation. 

Mr Gerretsen: Thank you, because that leads me to 
my next question, which deals with surveys, and this is 
addressed to the deputy. It’s correct to say, is it not, that 
what’s happening in going into this new system—do you 
set the rules and regulations with respect to the regis- 
tration requirements, or are those set by another ministry? 
Do you set those rules and regulations? 

Ms Lang: I believe we set those rules and regulations. 

Mr Gerretsen: It’s a well-known fact that if the des- 
cription is somewhat different from a previous descrip- 
tion, or in a land severance situation or certainly in the 
cases of subdivisions and condominiums, you need a 
survey nowadays. It’s almost impossible to make those 
kinds of transactions without a reference plan or a 
survey. You’ve set most of or all those regulations, have 
you not? 

Mr Roote: I’ll have to get a word from my counsel 
here. 

Mr Gerretsen: You’re not under oath. 

Mr Roote: No, but I’d like to provide an accurate 
response. 

Mr Gerretsen: OK. 

Mr Roote: It does depend on the situation. If the 
property is in title, I think there is already a map. A 
survey would be more important in a registry property 
than it would be— 

Mr Gerretsen: I guess what I’m getting at is that 
from the viewpoint of the average lawyer who works in 
this area and of the consumer who is involved in property 
transactions, going into this new system it almost looks 
as if we’re making the consumers who are buying and 
selling land pay for the resurveying of Ontario. From a 
practical viewpoint, the survey requirements you set out 
in your rules and regulations are much more stringent 
now than they were five, 10, 20 or 25 years ago. They’re 
becoming more and more pronounced etc. Would it be 
correct to say that consumers are paying to resurvey the 
properties of Ontario so that we can go into this new 
landholding system? 

Ms Lang: I think Jennifer is prepared to answer that 
question. 

Ms Smout: I’m not prepared to speak in great detail 
about the ministry’s regulations, but the automation of 
the land registration records does not require a survey to 
be done. In fact, when the records are automated and put 
into the new electronic system, I think it makes the whole 
system more accessible to the public and actually makes 
the cost easier for the public to bear than a system that 
does not. 

For instance, I brought a search of title with me today. 
This was a registry division property. It has 41 docu- 
ments that had to be pulled, reviewed and copied. The 
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purchase price of the property itself was only about 
$90,000, and the search alone was over $300—just the 
search. If this property had been automated and in the 
automated system, you could have very easily deter- 
mined the owner based on the ministry’s certification 
right on the top of the sheet you pull off the electronic 
system. It’s very easy to do. You don’t have to be a 
lawyer to do it. The public can do that. As well, you 
probably would have had to look at about eight docu- 
ments, from my reading of the search,. 

Mr Gerretsen: Right. 

Ms Smout: But the survey requirements, in terms of 
what you’re talking about, for registered plans of sub- 
divisions and registered plans of condominiums—the 
bulk of transactions that would still be done on the 
system would not require a survey or reference plan. 

Mr Gerretsen: You put your finger right it on it when 
you said that the ministry in effect certifies that title once 
it’s in the system. The question I have of you, Deputy, is, 
is that what you’re paying Teranet for, to in effect certify 
those titles once they go into the system? Obviously in 
order for somebody to certify it to you, they would have 
to pull those 41 documents so that you know the con- 
ditions, exceptions and parameters of that certification to 
you. 

Ms Lang: I’m going to ask Mr Roote to respond to 
that. 

Mr Roote: It is true that quality control reviews are 
done, both by Teranet and by the ministry. One of the 
things we are looking at in the future is that one of the 
models could contemplate relying upon the certified 
statements of the lawyer at the time the property is 
conveyed. There are some practices now that we want to 
review to see whether they should be continued in the 
future. But night now we do a quality assurance to verify 
the accuracy of the information before it’s put into the 
automated system. 
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Mr Gerretsen: That leads me to the next set of ques- 
tions. The auditor makes a statement on page 69 in his 
review of this contract—and by the way, thank you very 
much for the summaries of the individual agreements you 
provided us. Would you be prepared to table the actual 
agreements, such as the master agreement, the share- 
holders’ agreement, the implementation and operation 
agreement and licence agreement, with the committee? 

Mr Roote: If you so desire. 

Mr Gerretsen: I’d request that be done, Mr Chair. He 
makes the statement, “We did not rely on the work of the 
ministry’s internal audit services because they had not 
conducted any recent work that was relevant to our 
review.” Do you not have an internal auditing process in 
place whereby your agreement with Teranet, which has 
escalated from a cost of $235 million to over $1 billion 
over the last eight, nine years—an internal audit review 
system, so that you know what you’re being charged for 
and all the auditing that’s required to make sure that 
happens? 
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Ms Lang: We have an internal audit branch inside the 
ministry. But before I comment on it, I want to correct 
the record. We have not spent $1 billion. We do not 
intend to spend $1 billion. I think it’s important to under- 
stand that the government costs to date have been some- 
where in the order of $235 million. It’s really important 
that the committee understand that the number that was 
alluded to of $1 billion is a highly speculative number 
and one we do not agree with. 

Mr Gerretsen: But it’s a number the auditor says it’s 
going to cost if you run this program to the conclusion. 

Ms Lang: I think it’s one the auditor replayed as a 
result of a review we had conducted by a consulting firm 
that gave a worst-case scenario. If all of the processes 
that were in place at the moment were to continue on the 
same path and in the same time frame, it may cost up to 
$1 billion, but we were well ahead of that happening. We 
initiated the review way back, a year and a bit ago, 
because we wanted to ensure the going-forward strategy 
was in fact going to be one where we could fiscally 
defend the expenditure of money to complete the 
initiative. There has been no commitment or agreement 
to proceed with any initiative that would cost $1 billion. 

Mr Gerretsen: I’m just trying to get a better handle 
on that. You’ve got this contract with Teranet that was 
tendered for, I take it, back in 1991, according to your 
own handout. I get the impression that we’re so far into 
the system now that you can’t really withdraw from it 
without the system, the way we envision it whereby 
every property is in this system, being completed. Have 
we gone so far into it that we’ve reached a point of no 
return and have to go along with Teranet whether we like 
it or not, or else we will have wasted the $235 million or 
we won’t get the whole province into that system? Have 
we reached that point? 

Ms Lang: If you look at the contracts, you’1] discover 
the province does have some options should we decide to 
terminate our relationship with Teranet. But as I said 
earlier this morning, we’ve had a very good relationship 
with that company and we’re quite pleased with the suc- 
cess they’ ve achieved to date. It’s been a very innovative 
initiative and I think something that was started way back 
in the mid-1980s, with a genuine foresight for trying to 
do something to benefit consumers. I’m not sure at this 
point in time that we would be able to justify to the 
public pulling out of the relationship with that company 
unless there were some serious problems we have yet to 
uncover. 

Mr Gerretsen: Yet a few years ago, in 1999, Teranet 
provided the ministry with an estimate of over $700 mil- 
lion to complete the project. That’s Teranet’s number, 
which is totally different from the $235 million they 
quoted you six, seven years ago. A billion may be specu- 
lative, but $700 million is Teranet’s number. That’s not 
speculative. They were saying that’s what it’s going to 
cost, as far as they were concerned, in April of last year. I 
realize you’re not willing to pull the plug. On the other 
hand, the costs have gone at least triple or almost triple, 
according to their own numbers. We’re stuck with them 
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whether we like it or not. What I would like to know is, 
what assurances are there in the contracts or within the 
ministry that these escalating costs, whatever the number 
is, whether it’s $700 million or $1 billion, aren’t going to 
go sky-high again? What kinds of mechanisms have you 
put in place to not allow that to happen? 

Ms Lang: I’m going to ask David to take that 
question. 

Mr Roote: Perhaps just to put things in context again, 
the $275 million was a figure identified by Teranet that 
the auditor picked up in his report. The $275 million was 
not an all-in number. As I mentioned this morning, the 
all-in number, with all of the additional features, was 
closer to $400 million, which would put it, in the context 
of today’s dollars, at about half a billion dollars. Even 
based on the government’s original estimates if it had 
done the project itself, the cost would have been about 
$600 million, which in today’s estimate and today’s 
present value of dollars would be over $700 million. I’m 
trying to keep things in a context to say that this project 
has not overrun with regard to its cost. These costs that 
we’ve incurred to date are in keeping with what was 
originally contemplated at the beginning of the project. 

It is true we are looking at the go-forward position. 
We are very interested in maintaining best value for tax- 
payers and finding innovative solutions to continue the 
project and complete it. We have worked up some 
models with the company. The company’s estimates 
were based on figures as they knew them at the time. The 
costs in Toronto are somewhat lower than they had 
originally contemplated, so the numbers have changed, 
but the context for the numbers is not $275 million. It 
wasn’t that at the beginning. The $1-billion figure is a 
scenario we’re not pursuing and the other costs are more 
along the line of what we’ ve actually experienced to date. 

Mr Gerretsen: But do you agree it is $700 million as 
of April 1999? 

Mr Roote: That’s Teranet’s estimate. That would be 
based on continuing to do things the way we are doing 
them now. We want to look at other ways in which those 
costs could be reduced and still provide best value for the 
taxpayer and still get the benefits out of the original 
project that we’ ve undertaken with them. 

The Vice-Chair: Excuse me. Would the auditor’s 
staff want to make a comment? 

Mr Andrew Cheung: The comment I have is, we’re 
not sure of the source of the $400 million or the $625 
million that you refer to. The number we get, the $275 
million, is obtained directly from the Management Board 
submission in 1991. As far as we know, we don’t see 
another number beyond the $275 million in that sub- 
mission, and it’s anticipated over an eight-year period, 
the $275 million. 

Mr Roote: I’m sorry, Andrew; I didn’t catch that. 

Mr Cheung: The $275 million is the only number we 
have seen so far in the Management Board submission of 
1991 

Mr Roote: We’ve gone back and looked at the 
original closing documents that were part of the deal. The 


figures in there were about $404 million, of which the 
$275 million was a piece. We’ve also looked at original 
documents that estimated that had the government 
undertaken this project itself, that would have been in the 
order of about $620 million. 

Mr Cheung: But what is the number approved by 
Management Board? 

Mr Roote: Those were numbers taken from the 
Management Board submission. 

Mr Cheung: But the only number we see, as I said, in 
the submission is $275 million. 

Mr Roote: Which submission? 

Mr Cheung: The Management Board submission. 

Mr Roote: The Management Board submission, in 
original documents that we have, has information that 
uses those other numbers as well. 

Mr Peters: Mr Roote, I find it a little bit difficult to 
understand this line of argument at the moment because 
our report was sent to your ministry for factual clearance. 
Therefore, the $275 million was factually cleared by your 
ministry. I find it a little bit difficult to comprehend why 
in an open hearing now this number is challenged when 
you had plenty of opportunity to challenge it when we 
wrote our report. 

Mr Roote: The number was factually correct accord- 
ing to the numbers that were provided by Teranet. What 
we’ve done is gone back and looked at all the original 
documents that were developed at the time the deal was 
being prepared, and that’s where these numbers come 
from. 

Mr Peters: Sorry. Why did you not pay us the cour- 
tesy, as an office, to advise of these numbers when we 
cleared the report with you? 

Mr Roote: We didn’t have access to those numbers at 
that time. We’ve gone back and found the original 
documents that were part of this arrangement, and that’s 
where those numbers are found. 

Mr Peters: OK. 

Mr Gerretsen: I find it rather curious that, according 
to the president of Teranet Land Information Services— 
this is a direct quote from him—“It has been known for 
many years that this would be much more expensive than 
we thought, only because the work has been much 
harder.” Do you agree with that assessment? 
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Mr Roote: The reasons for the change in the project 
from its original inception—you have to remember that 
in 1991, when the deal was signed, there was an assump- 
tion about the amount of money that would be transferred 
to the company as a result of the real estate market at that 
time. As you also recall, in the early 1990s there was a 
very significant economic downturn which changed that 
assumption. The registration volumes declined from 
about 1.9 million to about 1.1 million. That reduced the 
funding available to Teranet to continue on the project, 
so they borrowed money. They had a credit line. Money 
was borrowed through a credit facility and now they have 
the bond debenture. That has increased the costs as a 


P-404 





result of the changing economic times and the changing 
times of the project and how fast it was being completed. 

Mr Gerretsen: Just a couple of other questions. How 
much time do I have? 

The Vice-Chair: You’ ve got eight minutes. 

Mr Gerretsen: I understand that only 17 of the 55 
registry offices we have in Ontario are presently on-line. 
Can you give us any projected timeline when the remain- 
der will be on-line or how many will go on-line, let’s say, 
within the next two years, five years? 

Mr Roote: When you say “on-line,” do you mean 
with electronic registration? 

Mr Gerretsen: Yes. 

Mr Roote: We have a couple more coming out this 
year. The schedule calls us to be in a couple of other 
jurisdictions this fall. We are continuing to automate in 
Toronto. That’s where most of the work is being done 
right now, in Toronto and Simcoe county. So there is 
ongoing work being done in those areas. There are a 
number of smaller offices which don’t have automation 
at this point. We have about 70% of the properties auto- 
mated in Ontario now and about 64% of the properties 
converted to titles from registry. 

Mr Gerretsen: Just following up on something the 
minister said this morning, these are basically in parts of 
the province where, let’s say, we have had subdivisions 
since the Second World War, and condominiums. The 
real problems are with the unsurveyed properties in many 
of the rural areas, particularly in eastern Ontario, in 
which a land holding system goes back, I suppose, almost 
a couple of hundred years. Do you agree with that? 

Mr Roote: That’s correct. 

Mr Gerretsen: Would you agree it may take as long 
as 30 years to get every property in the province on-line? 

Mr Roote: It depends on what approach we use to 
complete the conversion. Right now, the way the project 
works is that they go into an area and they do it accord- 
ing to the blocks of properties in that area. What the 
minister was mentioning this morning with regard to that 
time frame would be on the basis that if you automated 
and converted the property to titles at the time it was 
being conveyed on a transaction basis, and because of the 
turnover rate of the properties being different in different 
parts of the province, that’s what that time related to. 

Mr Gerretsen: When we’re saying that the properties 
are on-line, are we talking about the fact that they have 
PINs, property identification numbers, or are we talking 
about something other than that? 

Mr Roote: All the properties that are in land titles 
would have property identification numbers. 

Mr Gerretsen: Right, and there are many in the 
registry system as well now. 

Mr Roote: That are automated; that’s correct. 

Mr Gerretsen: When we’re talking about the fact 
that—what is it?—-32% are not as yet automated, would 
that mean that 32% of the properties in Ontario do not 
have a PIN number? 

Mr Roote: If they’re in registry, they wouldn’t have a 
PIN number. 
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Mr Gerretsen: And if they’re in land titles, they 
would because of the land titles process. 

Mr Roote: It identifies a specific parcel. 

Mr Gerretsen: I wonder if you could just explain to 
me what processes you have in place currently, then, or 
what you will put in place to ensure that whatever the 
cost overrun, it will not escalate to the same extent it has 
over the last six or seven years. What internal processes 
have you put in place to in effect make Teranet more 
accountable? 

Ms Lang: I’m going to ask Sue Corke, who is our 
ADM for policy, to take that question. 

Ms Sue Corke: We have two relationships with 
Teranet in the ministry—one is the shareholder relation- 
ship and one is the client relationship—with regard to 
automation and conversion. In the past, we have actually 
managed those two relationships in the same way, if you 
like. Just in the last six months we’ve undergone a re- 
organization in the ministry. We’ve set in place a new 
sector liaison branch, and the purpose of that branch will 
be to put in place some embedded and systematic 
approaches toward governance, performance manage- 
ment and accountability. The financial accountability will 
become part of that. 

We’re just currently staffing up for that at the moment. 
I think we’re probably in a really good position to do that 
because, over the last 10 years in the ministry, we’ ve had 
a lot of experience with working in a sort of performance 
management and governance fashion with other organiz- 
ations. I am on four other boards of directors. I have had 
a lot of experience now with governance in this sort of 
arrangement. I feel fairly certain we can put in place a 
series of structures and a series of regular liaison meet- 
ings—meetings with the board of directors of Teranet, 
the provincial board members, regular annual strategic 
planning sessions with the provincial members, those 
kinds of things—so that we can get a much better grip. 
We’ll have a full-time financial analyst on the staff of the 
new branch, and I think we will be able to manage that in 
a very good, systematic way. 

Mr Gerretsen: Those are all the questions. 

The Vice-Chair: No more questions? OK. We’ll 
move on to the NDP’s half-hour. 

Ms Martel: I wanted to return to the worst-case 
scenario of the $1-billion estimate which came from the 
consultant. Deputy, you said you disagreed with that 
estimate because it really emphasized the worst-case 
scenario. I was wondering if you could outline to the 
committee what that worst-case scenario was. 

Ms Lang: David may have to help me here, but my 
understanding of that scenario would be that we would 
continue to process the conversion of the properties, par- 
ticularly the ones in registry that are quite problematic, in 
the time frame, and it would require significantly more 
staffing to come in and be able to do that in a way that 
could achieve the milestone of 2003 and 2004. Because 
we’ ve had the experience to date and have discovered the 
difficulty of doing the work in the registry part of the 
government system, we recognize that may not be a cost- 
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effective way of doing business. I think the estimate was 
based on, if you were to take all of the remaining prop- 
erties with all of the complications and all of the prob- 
lems associated with the automation and conversion and 
do it at lightning speed over the next two or three years, it 
could potentially cost up to $1 billion. 

Ms Martel: Because you have to hire so many more 
staff in order to do that. Teranet has about 800 staff of its 
own directly employed by Teranet. How many staff does 
the ministry have to support this project? 

Mr Roote: We have a very small unit right now and 
that’s, in Ms Corke’s remarks, to add some additional 
strength to the ministry from a government and oversight 
capacity. We only have a few staff. In my office I have a 
couple of staff who are involved in doing the strategic 
liaison review with the company and maintaining rela- 
tions with the company, but we’re now looking to 
strengthen that capacity inside the ministry. 

Ms Martel: So the people involved directly in the 
conversion are Teranet staff; they are not ministry staff? 

Mr Roote: That’s correct. 

Ms Martel: Were they ministry staff at the time the 
conversion took place and were transferred to Teranet? 

Mr Roote: Yes. A number of them were. A number of 
them did go to the company. 

Ms Lang: A significant portion of them, a high 
percentage. 

Ms Martel: The second question has to do with 
Teranet’s estimate of $700 million as a project cost. ’'m 
assuming that’s total cost, not an additional cost over and 
above the $300 million they’ ve estimated they’ ve already 
spent. 

Mr Roote: That’s correct. 

Ms Martel: You said in reply to earlier questions that 
that was probably a fair assessment in terms of costs. 

Mr Roote: I would think in today’s environment 
probably not, because when those cost estimates were 
made they weren’t very far into Toronto as a jurisdiction 
to do. To date, they’ve done a fair amount in Toronto, 
and the estimates to complete Toronto are substantially 
lower than they had originally thought when they started 
out. I would suggest that those costs probably would be 
modified somewhat. 

Ms Martel: Do you have any idea what the modifi- 
cation would be, since these were costs that came out in 
September 1999, I believe? 

Mr Roote: I don’t have them with me, but certainly 
we could review that. 

Ms Martel: Just so I’m clear, what was Teranet 
basing those costs on? Can you give us all of the 
components? 

Mr Roote: Looking at what they call the “cost per 
PIN” or “minutes per PIN” in order to do that. Where 
their estimation varied was from one jurisdiction to 
another; the minutes per PIN could vary quite sub- 
stantially. They had what they were looking at with the 
remaining properties in the province times the average 
minute per PIN or range of minutes per PIN, and they 
then would add in their carrying costs for their debt 


financing through the bonds, and any other capital 
depreciation would be part of the project itself. 
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Ms Martel: Does the ministry feel confident that all 
the remaining properties have been identified? That was 
one of the arguments that Mr Kaplanis made, that 25% of 
the properties were unknown at the time the project 
started. 

Mr Roote: The way in which properties are known is, 
in the registry system we don’t identify individual par- 
cels, and when it comes into land titles, we do. But in the 
registry system we have pieces of land. We also work 
with the Ontario Property Assessment Corp, which deter- 
mines the number of assessable units for property tax 
purposes to get a good approximation of the number of 
properties, but we don’t have a precise number. Of 
course, the properties are growing each year too because 
of subdivisions and condos. 

Ms Martel: So right now you’re working with about 
4.7 million? 

Mr Roote: About 4.3 million to 4.5 million is what 
we estimate. 

Ms Martel: At the same time that Teranet gave the 
estimate of the $700-million project cost, they also pro- 
jected a completion date of 2010. I’m going to assume 
that was based on no new staff being hired and continu- 
ing the work with their current staff. Was there anything 
else that they factored in to arrive at that completion 
date? 

Mr Roote: Looking at continued streamlining, where 
we could have the streamlining the ministry has with the 
company over the years for the procedures to do the 
implementation, by and large it was go forward based on 
where we are today. 

Ms Martel: I’m not sure I understand what you mean 
by “continued streamlining,” Mr Roote. 

Mr Roote: We looked at ways in which we could 
modify the procedures to try and make them more 
streamlined than they are today, and we’ve had various 
initiatives with the company to look at ways we could do 
that. But our bottom line from the ministry standpoint is 
to ensure that we have quality of records, we have 
integrity of the system and we have public confidence in 
the system. We’ve worked with them, but those are the 
principles that we continue to operate with. But we’re 
always looking at more efficient ways of do it, if they’re 
possible. 

Ms Martel: The 2010 completion date was Teranet’s. 
Does the ministry agree with that, disagree with that? 
You disagree with the $1-billion cost and you've 
explained that. What’s your position on that completion 
date and why? 

Mr Roote: The completion date will be a product of 
what we decide to do on a go-forward basis. Those are 
the models we’re looking at now. So the 2010 figure is 
not something the ministry agrees with. We are looking 
for the most cost-effective way and best value for 
taxpayers to complete the project. 
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Ms Martel: How does the cancellation of the sub- 
contractor affect that completion date? As I understood 
you in response to an earlier question, the work is being 
done in-house now. But as a result of that occurring, 
there was quite a dramatic drop in the number of proper- 
ties that could be registered per month. Can you tell the 
committee how many properties are now being registered 
per month, and is it Teranet’s position to just continue to 
do the work in-house, and what does that do to the com- 
pletion date? 

Mr Roote: As we understand it now, they are going 
forward on their staff complement. I think they’re auto- 
mating—I’ll just have to check—about 15,000 properties 
a month. 

Ms Martel: And they were doing about 23,000 
before, with the subcontractor? 

Mr Roote: That sounds about right. 

Ms Martel: Because this happened after they gave 
you an estimate of their completion date, which was 
2010, have they changed their completion date now 
based on doing this work in-house and knowing that they 
are not registering as many properties per month as they 
used to be? 

Mr Roote: No. The 2010 figure is based on their 
current workforce. 

Ms Martel: Did they revise it a second time? As I 
understood the timeline, they originally told you in 
September 1999 that it would take up to 2010, and then 
the subcontractor was lost in December 1999. 

Mr Roote: But I think the decision had been reached 
at the company level that they would be continuing on 
without the subcontractor. So those numbers assume their 
absence. 

Ms Martel: They had already projected that in 
because they knew they were going to get rid of them? 

Mr Roote: Yes. 

Ms Martel: All right. The consultant also said in his 
report that the cost to convert the remaining—he used the 
figure 1.8 million—properties using the existing work- 
flows would exceed the revenues. Do you know what the 
cost is that will exceed the revenues, what the consultant 
projected that to be? 

Mr Roote: The consultant didn’t project figures. The 
consultant took figures provided by the company and put 
them in the report. If you look at the costs incurred to 
date by the company of roughly $300 million, then the 
balance would be associated with the remaining 
properties; the balance of their projection would be 
associated with the properties still to be done. Why that 
was considered to be uneconomic was that the turnover 
rate in those rural areas is not as frequent as it is in the 
urban areas. As a result, because they would only get fees 
when the property is conveyed, the amount of revenue 
would be much lower than in an urban environment, 
where they turn over more rapidly. 

Ms Martel: The cost was never identified by the 
auditor in terms of whatever the consultant had said. Is 
that a public figure? 
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Mr Roote: The auditor’s cost estimates were based on 
information provided by the company. 

Ms Martel: I’m sorry if I’m not making myself clear. 
Of the bullet points that were highlighted by the auditor, 
in terms of what the consultant said, the one I’m inter- 
ested in talked about, “The cost to convert the remaining 
1.8 million ... exceeds the anticipated revenues from 
conversion.” But the auditor didn’t outline a cost there, as 
I see it. So is that a public figure? 

Mr Roote: I would say that if you took the costs to 
date that the company has incurred to do the properties it 
has done— 

Ms Martel: Which is $300 million. 

Mr Roote: —and then subtracted that from the vari- 
ous cost estimates, that would be the cost to do the re- 
maining properties. 

Ms Martel: So it could be $1 billion minus $300 
million or it could be $700 million minus $300 million? 
Is that what you’re saying? 

Mr Roote: The most recent one would be $700 
million. 

Ms Martel: So about a $400-million shortfall? 

Mr Roote: A $400-million cost based on_ that 
analysis. 

Ms Martel: In that respect, Teranet issued about $280 
million worth of bonds, and this was for two things: one, 
to pay down debt, and another, I assume, to put aside 
money for future costs. Do you have a breakdown of how 
much was set aside to pay debts and how much of that 
$280 million was for future costs? 

Mr Roote: Because Teranet is a private company, I 
really can’t provide you with the figures on that 
breakdown basis. 

Ms Martel: Let me tell you what I’m concerned about 
and maybe you can give me some confidence that this is 
all right. Depending on what that breakdown was, Tera- 
net may or may not have recovered enough of that $400 
million for their future costs. Perhaps they are going to 
obtain that money in a different way to make up that 
difference. So what I am wondering about is, where is 
that $400 million going to come from if their costs work 
out to be about $700 million? Is it an ongoing stream that 
is part of the contract? Is it a portion of that plus a portion 
of what they got from the bonds? 

Mr Roote: Yes. The bond money would provide 
money, in addition to the monies transferred from the 
ministry, for registrations against automated properties. 
So there would continue to be revenue provided to the 
company through the registration process for fees. 

Ms Martel: Can you tell us what that revenue stream 
is on an annual basis? I understand that it fluctuates, 
depending on properties, but is there an average? 

Mr Roote: I’1] give it to you in a second. 

Ms Lang: While David is getting that number for you, 
Ms Martel, I’d like to clarify that the $400-million cost 
assumes that we would continue doing what we’re doing 
the way we’re doing it. I think that’s subject to our 
thinking about whether there are other options. I don’t 
want to leave the committee with the impression that 
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we’ve committed ourselves to spend another $400 mil- 
lion, because we haven’t done that yet. 

Ms Martel: I appreciate that, Deputy. A little bit 
further in the questions I want to ask you some more 
questions about the review, because it wasn’t clear to me 
where all of that is heading. 

Mr Roote: We're still checking. 

Mr Peters: Just in between, you can probably provide 
Ms Martel with that number because what the $280 mil- 
lion was raised for must come from the offering 
document that Teranet put out in the open market. That’s 
an open document and that should contain the infor- 
mation as to how much money they needed to pay off 
existing debt and how much money that provided for the 
future of the project. 
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Mr Roote: The bond was a private placement. 

Mr Peters: Why does it have a Standard and Poor’s 
rating? They must have gotten at this information some- 
how. 

Mr Roote: The Standard and Poor’s rating doesn’t 
disclose all of the material— 

Mr Peters: I realize it doesn’t, but with the bond now 
being rated and being publicly traded, does that mean the 
offering document is confidential? 

Mr Roote: Because it was a private placement with 
institutional investors, it wasn’t offered for public accept- 
ance or public involvement the way it would have been 
for other types of instruments. 

Mr Peters: OK. 

Mr Roote: For the year 1999-2000 the revenue trans- 
fer would have been $47 million, and we would have 
then recovered royalties against that. 

Ms Martel: What were the royalties recovered against 
that? 

Mr Roote: I think they were in the order of about $12 
million. 

Ms Martel: So would you say that you feel confident 
that between the revenue that comes in on an ongoing 
basis as the project proceeds, plus whatever money was 
set aside through the bond offering, Teranet would not 
have a problem coming up with another $400 million if 
at the end of the day that was the rest of the money that 
was necessary to complete this project? 

Mr Roote: I think that’s a reasonable statement. | 
think the early indications we have from the financial 
advisors retained by SuperBuild suggest that their 
financial position is solid in that area. 

Ms Martel: Can I ask then about the review? Deputy, 
you mentioned it earlier and it actually caught us by 
surprise because we had nothing in our briefing docu- 
ments to indicate that there was a second review going 
on. So I wonder if you can give us a bit of information 
about it, ie, when it began, what was the nature of the 
reference to SuperBuild and also terms of reference, if 
you can outline them to us, if they exist. 

Ms Lang: Let me start back to early 1999, when we 
retained Andersen to do the first review and that was 
concluded. As a result of that review, we started an 
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exercise with SuperBuild in the spring of last year to 
begin to take a look at what are the legal financial risks 
and issues associated with the current contractual 
relationships with the company. Over the course of the 
summer and into the autumn, the terms of reference were 
narrowed down and there was an offering that went out 
on an RFP to retain the consultants. Those consultants 
have been brought on board this autumn, some prior to 
Christmas, some just post the holiday season. They are in 
the company now doing the necessary financial technical 
and legal review. 

At the same time, ministry staff were working very 
much with the company on looking at operational options 
that might be worth looking to the future for in terms of 
different ways of completing the conversion and are there 
some models that are worthy of pursuit that aren’t going 
to cost the kinds of dollars that the company’s estimates 
are currently reflecting? 

So we’ve had the benefit of some thinking with the 
company. We’ve had the opportunity to investigate ways 
in which things are being done in other provinces. The 
minister alluded this morning, I think, to the notion that 
there are other jurisdictions that are looking at trans- 
action-based approaches to complete their conversion 
and their automation. We’ve explored those and we are 
using those kinds of options with the SuperBuild advisors 
to help us determine what might be the most practical, 
convenient and prudent way to proceed, ensuring that we 
maintain the integrity of the land registration system, but 
we also do it in a way that’s fiscally responsible. 

My hope would be that the conclusion to those kinds 
of reviews and analyses will happen this spring and then 
we will be making some determinations and moving 
forward with the government’s support in a plan of 
action. 

Ms Martel: So the outside consultants are looking 
both at Teranet’s structure now—legal, financial etc— 
and how valid some of the options would be in terms of 
being workable, being economical and getting the project 
done on time, high quality—both sets of things. 

Ms Lang: In a way that makes the most sense, yes. I 
think it’s the most practical solution to getting the project 
completed in a way that’s going to be responsible. 

Ms Martel: You said earlier, when you were ques- 
tioned about the $1 billion and did you agree with it, that 
the ministry—I thought you said—had implemented 
some changes to avoid exactly that scenario. Can you 
describe what you meant by that? 

Ms Lang: No, I indicated the ministry hasn’t accepted 
that scenario and hasn’t accepted that costing. That's 
based on the earlier assumptions that I referred to, that 
the company would have to staff up significantly to 
complete the detail work of particularly the registry 
properties. 

Ms Martel: So the changes that have been made, in 
looking at the $1 billion and the completion date of when 
to work with SuperBuild to get the outside expertise to 
look at Teranet and to work with Teranet—and also Ms 
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Corke talked about the sector liaison branch we well, 
which I assume is to have some increased monitoring. 

Ms Corke: It’s basically to systematize, if you like, 
the relationship that we have with Teranet. We had an 
excellent working relationship over the years, but I think 
what we’d like to do now is put a little more into it. We 
have some experience, as I said before. The sector liaison 
branch will have some other responsibilities besides 
creating that oversight relationship with Teranet, so it’s 
not entirely devoted to that. But it will give us some 
opportunity to know more on a regular basis about these 
kinds of things and to participate at the appropriate 
moments in the right decisions. 

Ms Martel: Are the terms of reference for that 
committee public? 

Ms Corke: What I was talking about was the sector 
liaison branch. It’s a staff activity. We do have to do 
some, I wouldn’t say terms of reference, but perhaps a 
business plan. That’s very new. We’ve only been under- 
way about—actually I’ve been six days on that particular 
job, although we restructured a little earlier. 

So yes, we do have to do that in a formal way. We 
also have to, of course, talk to Teranet about how we can 
have some regular weekly relationships with them or 
regular monthly liaison meetings with them and the kind 
of financial discussions that we should be having when 
the SuperBuild report is done. 

Ms Martel: What was the nature of the relationship 
previously? There was a board of directors. Mr Roote, I 
gather that’s a new position for you because there was 
not a non-voting government member attached to the 
board before. 

Mr Roote: That’s correct. The suggestion was that we 
have our four provincial appointees at the board, but to 
give greater presence to the ministry and to the provincial 
interest directly it was suggested that we have an ex 
officio or non-voting member at the board, and I’ve 
served in that capacity now for the last six months or so. 

Ms Martel: Does the board meet once every month? 

Mr Roote: No. It does meet once a month now as they 
get ready for their budget year, but the board generally 
meets about six or seven times a year. 

Ms Martel: Deputy, is it possible for the committee to 
have the terms of reference that were used for the 
selection of the consultants working with SuperBuild? Is 
that a public document? 

Mr Roote: It was a public tender to acquire both the 
legal and financial advisors that SuperBuild acquired, so 
yes, it’s a public document. 

Ms Martel: That would be great. Thank you. 

Mrs Munro: I wanted to first of all thank Ms Smout 
for coming and talking about your perspective because I 
raised it earlier today. I think that given that we’re look- 
ing at the change to providing a service, to be able to hear 
something of your experiences gives us a sense of exactly 
what the changes are and how they should affect the 
service that we want at the end of the day. 

I just wondered if in your experience, because of the 
fact that you were in a jurisdiction where this was a pilot, 
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you brought with you some documentation to give us 
some example, and I wondered if you could give us 
further example or demonstration of the kind of experi- 
ence you’ve had in being able to compare between an 
automated and a non-automated system and the kind of 
thing that means for both you in a professional sense but 
also for the people who want to see these transactions 
take place, that is, the citizens of the province. 
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Ms Smout: The one thing I would like to add before I 
start is that I began my career in 1986 in London, and at 
that time the registry office had not been converted; it 
was entirely registry. So I have grown up through two 
different systems, from the paper registration to the con- 
version to now electronic registration, and I’m still here, 
so that’s good. I never thought at this stage in my career 
I’d start to feel old, but I guess that just goes with the 
turf. 

I have also worked very closely on this system be- 
cause our office tested the products for the ministry as 
they came out, and that was everything from electronic 
searching on your desktop right up to electronic regis- 
tration. So I’ve seen this program in many different 
shapes and forms as it is today. 

There are four benefits to this system that I think are 
almost immeasurable. The first is that it reduces the com- 
plexity. I talked before about the volumes of work that 
may need to be done in registry. When you reduce com- 
plexity, you reduce error. When you reduce error, every- 
one wins—the lawyers win, the public wins, the munici- 
pality wins—because if you can get that information fast 
and accurately, that’s a good thing for everyone. It makes 
the system more accessible because, with the automated 
system, non-lawyers can actually look at the material and 
often determine what they need to know. In the registry 
system that may not always be the case. We have a 
number of people in our corporation who are non- 
lawyers who are able to get title information on their own 
without having to come through the legal department. 
That is an advantage. 

The other benefit is that the costs do go down because 
as the volume of material you need to do to look at a 
search is reduced, that brings the cost down. If you have 
to look at and pull and copy and review 40 documents as 
opposed to six, seven or eight, of course the costs will be 
different. Or, if you are retaining an agent to do that for 
you, then the costs would be different. You don’t have to 
do as many different types of searches in the automated 
system as well, and that reduces the costs significantly in 
some cases; on the executions, for instance. 

The other thing is that the system is accurate and it 
also has the certification, and you can put in your PIN, 
address and name of the owner and get this information 
right back. That, of course, goes back to reducing the 
error. 

The last thing is that it’s really accessible, and that’s 
been greatly enhanced with the electronic system, be- 
Cause you can have it on your desktop if you want or use 
the system at the registry office. It isn’t as cumbersome 
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as the paper system, so you can go in there as a member 
of the public, put the information you need into the 
computer as a layperson and get that information back in 
a format that you can understand, which is a nice benefit 
for everyone. It also provides more options for the way 
you use this information. In the registry system you need 
a lot and a plan in order to get your information. In this 
automated system you can search by the name of the 
owner, by the municipal address, in some instances, you 
can search by lot and plan, of course, if you want, or with 
that PIN number that we talked about, or you can even 
look at a map, point to your property and pull the 
information up. That makes the system more versatile 
and provides more uses for the public at large than the 
current paper system does. 

When you go back from this system, when you’re 
dealing with a paper system—and recently I had to do 
that: move from this system and go back to the registry 
system. We were working on the transfer of the pipeline 
from Lake Huron down to London. When you have to go 
back to that system—you have to start sifting through 
these volumes of documents, looking through these big 
abstract pages that are all written out by hand in some 
instances, depending on how far back you’re going—it’s 
very cumbersome. When you can’t be doing that work 
right off your desktop, you really notice the difference. In 
an environment where we’re doing everything at home, 
from on-line banking to shopping and whatever else we 
use your computer for, this type of system has im- 
measurable benefits for how we’re going to interact in 
the business world today, and it’s very good for the 
public in that respect. 

Mrs Munro: One other question that I think is better 
directed to the deputy, since we’re coming to winding 
down in terms of this particular opportunity: it seems to 
me appropriate to really zero in on, as we look at this 
problem as a committee, the kinds of dynamics that have 
changed from the original inception, say, in 1991, to 
what we’re able to provide today. I just wondered if you 
could choose a couple of key things that you see, because 
I think that’s why we find ourselves in the situation that 
we’re looking at today, where the landscape, if you like, 
has changed and yet we’re looking at numbers that 
started out in 1991 but now we’re looking at quite a 
different landscape. I just wondered if you could provide 
us with a couple of key ideas that you think demonstrate 
how that landscape has changed. 

Ms Lang: First of all, we’ve learned a lot. I think the 
important part of the experience for us, and certainly for 
us to pass on to others who succeed us, is that there have 
been a lot of lessons learned. We’ve learned a lot about 
working with the private sector and have seen the way 
technology can change the nature of business and how 
business gets done, particularly as it relates to providing 
service to the public. 

As the minister alluded to much earlier today, historic- 
ally the system was set up in a very legalistic, paper- 
based world. When I visit the land registry offices I’m 
always amazed at the amount of paper and the incredible 


history that exists in those offices, and that you do in fact 
have to employ lawyers in order to help you complete 
your transactions. We’ve learned over the course of this 
initiative and other initiatives that technology can make 
an incredible difference in how business gets done, how 
we support the public, how we can provide services to 
the public and how we can streamline the way the role 
the government plays in trying to be guardians of regis- 
tration of land or property, or whatever our particular 
responsibilities are, can give us a whole lot more 
confidence, a whole lot more assurance and a whole lot 
more comfort that the work we’re carrying on is going to 
be done accurately, with appropriate kinds of checks and 
balances in place. 

The other thing we’ve learned is that there is probably 
no end to the future potential of this system, as we’ve 
seen the value of technology, the mapping expertise. I 
don’t really think we know yet the degree to which the 
kinds of data and the ability to manipulate the data and 
use geographic information systems and other kinds of 
technology are going to benefit the public, how that 
might benefit the company and how it will benefit the 
government. I don’t think we have any real appreciation 
yet. I think the world is wide open to us in that respect, 
which then speaks to the potential benefit for this kind of 
system to be marketed in other jurisdictions. One of the 
original objectives for setting up this relationship with 
the private company was to try to find ways in which we 
could develop value-added businesses, that in addition to 
doing the kind of conversion and title we could also then 
explore, in collaboration with the company as a share- 
holder, other ways in which their expertise and their tech- 
nology could be marketed, and the return on the invest- 
ment would then begin to come back to the shareholders. 

I think I’ve articulated more than two, but I think there 
is a real story here that is worth sharing with others. 
We’ ve had some need to take stock every once in a while 
along the road, but I think it’s worth travelling down that 
road some more, because I do think it’s going to take us 
to a place where we can feel very confident that the kinds 
of services that are being provided to our public, 
consumers, are in fact the kinds of services they deserve. 
1440 

Mr Maves: Earlier the minister had mentioned the 
number $75 million, some savings that had been gener- 
ated through the ministry. Over what time period were 
those savings generated? 

Ms Lang: That’s been over the life of the initiative, as 
I understand it, from the time it was signed in 1991 till 
current in terms of staff reductions. 

Mr Maves: If it did take until 2010, would it be safe 
to say we’d save another $75 million over that period? 

Ms Lang: It would probably depend on how we move 
forward, but part of our thinking is that there may be 
additional savings. With electronic registration it ob- 
viously, as Jennifer alluded to earlier, cuts down on time 
and cuts down on manual checking and that sort of thing. 
So there may be further reductions we'll see over the 
next several years. 
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Mr Maves: Then, once the system is fully in place, 
some of those savings become perpetual, I guess. 

Ms Lang: I suspect we then would be into a mode of 
continuous improvement and using whatever technology 
may be out there that’s changing our world daily. 

Ms Mushinski: Just one question, and it stems back to 
what Mr Gerretsen was asking earlier. It’s something that 
really has concerned me. It seems that any time we move 
toward new technologies and new communication 
systems, we’re always given the promise of savings for 
the customer, and I guess we make all these government 
decisions, clearly, to save money for the customer. The 
minister made a statement this morning that in terms of 
this particular service, the cost has at least remained 
stable since the early 1970s, and this particular system 
actually saves the customer money. My question really 
is, has it saved in other ways? It seems to me that when I 
was on a municipal council, a lot of administrative costs 
were spent on applying for a building permit, for 
example, and part of applying for the building permit of 
course was to ensure that the land was properly owned 
etc. Does this particular system save money in terms of 
other functions like building permit applications, and has 
any study been done on how those savings are passed on 
to the consumer? 

Ms Lang: Sue, perhaps you could comment on that, 
and then we’ll turn it over to Jennifer, because I think she 
would like to make some comments as well. 

Ms Corke: Mine is probably less of a direct comment 
on that, but just to say, getting to part of your point, that 
Teranet actually is part of a consortium that won a recent 
contract to do some work on a construction permit 
initiative, just to talk to that particular issue. I’m not able 
to answer the question about whether there are savings 
there; it’s too soon for me to say in that particular thing. 
But I thought it was interesting that you mentioned that 
as they are actually involved in that kind of work. 

Ms Smout: I have a short answer and a long answer, 
so I'll give you the in-between. How about that? 

Ms Mushinski: It was a fairly long question. 

Ms Smout: I have looked at some of our statistics and 
I think you have to appreciate that the volume of work I 
do in my practice depends on what is actually being done 
that year by my council, as my client. This year we’re 
anticipating a much higher volume because we are 
purchasing lands and expropriating properties for a large 
road project, so that will be a higher project. After 
annexation, and I know as a result of restructuring, in 
many municipalities they have to do a recataloguing and 
renaming of their streets to avoid two streets with the 
same name and those types of things. On our annexation, 
there were I think over 150 names that we had to change. 
All that had to be registered. The volumes fluctuate from 
year to year, so you have to be very careful in how you 
look at those figures. 

Last year, on what I call one-party documents, 
documents that were initiated at my end by my council, 
us alone, that didn’t involve another party, I did over 124 
of those and I did all but three of them personally. That 
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was from March 7, which was the mandatory date in 
Middlesex, up until about the middle of last week, so 
that’s not quite a full year. Of those, I have two options 
to do those in the paper system. One option is to give that 
to a conveyancer to register those, in which case I would 
have to physically have someone walk it down to the 
registry office, or courier it and pay a courier charge; I 
would have to have someone physically walk down there 
or have it re-couriered back to me in the paper document 
system; and I would pay them a fee to register that. That 
might be anywhere from $20 to $40, depending on what 
services they would be doing for me. Then the regis- 
tration fee is on top of that. 

These documents I can now do in my office, on my 
desktop, within minutes. It’s very simple for me to do 
them. They’re very quick. I was anticipating a large 
increase in my workload, but I haven’t seen that as of yet 
with this volume that I experienced last year. So if you 
look at 124 at anywhere from $20 to $40 a pop, that’s 
significant. 

There’s also what I would call a softer cost, which 
people don’t have good figures on, and we’re in the 
process of exploring what those savings are. If you are 
physically taking someone out of their office, putting 
them in a vehicle, sending them to the registry office, 
paying their mileage, for instance—because in some 
areas the registry office isn’t down the street or next 
door. We’re lucky in London; it’s maybe a 15-minute 
walk or so. But in other areas it’s further, so you have to 
send them down there, pay for their parking if they have 
to park there, if that’s applicable, plus the time that 
they’re there and out of the office. But you can do some 
of those functions right off your desktop within seconds. 
So many of the people, for instance, in our building div- 
ision have enjoyed having that service on their desktop, 
because they’re able to get that information more quickly 
and they believe there is a savings. We’re undertaking 
looking at that and we’d be happy to share that. 

I should probably punctuate as well that the system is 
fairly new in London, even though it has been running 
for a year. When you have new technology, new systems 
and new regulations, it takes everybody a little while to 
make sure they’re entirely comfortable with it. I’m 
changing a lot of my internal office procedures now to 
streamline things because I’m more comfortable with the 
system. Again, I think you’re going to see that evolve as 
well. 

Mr Gerretsen: I just have one series of questions, and 
that basically deals with this: I take it the properties that 
have been transferred are the easiest to transfer, that are 
either in land titles or in subdivisions that have been built 
after the Second World War. These are also the proper- 
ties over which usually there’s the least dispute and prob- 
ably where title insurance is not required. If you stop the 
process now or go into a different system now, wouldn’t 
you in effect leave aside that percentage of properties that 
probably need this new system more than the properties 
that are already in land titles and in subdivisions? Do you 
understand what I’m saying? They’ve obviously started 
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by transferring the easiest properties, but also the 
properties, with all due respect for Ms Smout, where you 
didn’t have to pull more than four or five documents to 
find a clear route of title. The kinds of examples that she 
gave, where you have to pull 40 or 60 documents, are 
probably the properties that are not now included in the 
system. They’re the 1.8 million properties that are out- 
side the system. Why weren’t instructions given to take 
the most difficult properties first? Because the properties 
that are already in land titles or in subdivisions since the 
Second World War probably needed the new system the 
least. 

Ms Lang: The answer to that question is that was the 
original business model. The original business model was 
designed on the basis of moving as quickly as you could 
on the easiest properties so the revenue would be gener- 
ated, so the company would have sufficient cash to con- 
tinue proceeding with the conversion of other properties. 
So it was very much part of the original business model 
to do it that way. The experience, unfortunately, during 
the early 1990s was that we had a slowdown in the econ- 
omy, as you’re aware, and that created some difficulties 
in terms of the anticipated cash that was to go to the 
company, because I don’t think we put that in the 
estimate. We didn’t anticipate the same kind of economic 
slowdown as we experienced. But quite honestly it was 
the original business model to do it that way, and the 
company has adhered to the original business model. 
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Mr Gerretsen: It seems to me that precisely the kind 
of titles that Ms Smout was referring to are probably the 
kind of titles that will remain in the old system for up to 
30 years, if we take what the minister said here this 
morning, because those are the ones that are going to take 
a long time to convert and many searches and checks 
have to be done. So it almost seems to me that we’re 
setting up a new system at quite an expense to the 
taxpayer in one way or another, or the consumer in one 
way or another, for properties that need the new system 
the least. I’m just wondering whether the taxpayer is well 
served by that. 

Ms Lang: I hope so. I hope, in terms of our going- 
forward action plan, that will be very much part of the 
criteria for whatever approach we decide to take. If we 
moved into an approach where the minister made refer- 
ence to the transaction-based model, then presumably 
you would want to ensure that as those transactions were 
occurring and we were converting, you were building in 
that kind of assurance and that kind of certainty for the 
consumer so that you wouldn’t have this sort of situation 
that I think you were referring to occur as we move for- 
ward in trying to complete the initiative. 

Ms Smout: Mr Chair, I think it’s also fair to say that 
my understanding of the ministry’s process is that you're 
converting on a county-by-county basis and working 
through the system. I think that what you get from one 
county to another will vary, and you’ll have just as 
many—as we would refer to in our profession—dog’s 
breakfast titles in London as you will in Chatham, as you 


will in Sarnia, as you will in Windsor. So I don’t think 
it’s fair to say that what’s being done are the easy ones. 
There are many that are just as bad. 

Sometimes rural properties don’t have as many docu- 
ments as urban, or vice versa. So it’s very difficult to 
make that general assumption on that basis. Even with 
subdivisions that may have been done after the Second 
World War, many of those were not in the land title 
system, they were in registry and required searching 
behind the subdivision plan, which again is often rather 
complex. 

To be fair, when you’re looking at each particular 
county you’ll get some areas in that county or city that 
look good but just as many that look very bad. 

Mr Peters: I just wanted to quickly, for the follow-up 
and just to help our researcher write the report a little bit 
better, follow up on the line of questioning that pertained 
to the year 2010 as a potential completion date. If I 
understand the answer correctly, the indication is that that 
is also a date you do not accept at this point? Would that 
be correct? 

Ms Lang: That’s correct. 

Mr Peters: In relation to the numbers we were just 
given, if the. 1.8 million records to be converted is the 
correct number, and if the current rate of conversion that 
you indicated is running at about 15,000 a month, that 
would put it at 120 months, which would put it into 
2010-2011. Is it then the anticipation that in some of the 
scenarios you are developing there will be a more rapid 
rate of conversion, or is the 1.8 million in question? How 
do we deal with this? 

Mr Roote: Based on the current count, Mr Peters, if 
we’ve done 3.1 million properties we have about 1.2 
million left to go. It depends on what approach we might 
use. Mr Gerretsen’s right: in a number of parts of the 
province, particularly in the east, all the properties are in 
registry, but also in the north there are a number of 
properties that currently in titles. They’re not automated 
yet, but they’re in land titles. There are different ways 
you could automate those than from the current process 
we’re using with the company, but we’ll be looking at a 
variety of those different things in order to make the best 
value decision for the taxpayer, but also to complete the 
project with its original objectives as much as we can too. 

Mr Peters: In our report we talked about 2.5 million 
records at that time, and we dealt with a definition that 
was used in the implementation under the agreement, 
which was not only automated but also in the land 
registry system. I think in the business plan you used the 
three-million-record number, which I presume refers to 
the number of records automated but leaves 500,000 still 
to be put into the registry. 

Mr Roote: The number of properties automated? Yes, 
that’s correct. 

Mr Peters: So when we talk about the number of 
15,000 records a month, is that the number of records 
being automated or the number of records being auto- 
mated and transferred to the land registry? I’m just 
wondering. 
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Mr Roote: The number of properties being auto- 
mated. 

Mr Peters: I see, so it’s just the automation. And the 
outstanding then to the year 2010—so we would have to 
divide the 15,000 into 1.2 million, as one potential 
scenario. 

Mr Roote: We would certainly be glad to work with 
you, because there are a number of variables in the way 
we’d have to calculate what the end point would be, 
based on how many properties are being automated. 
Some of those are being converted. It would vary accord- 
ing to where we are in the province. 

Mr Peters: I just gave you one calculation that came 
from the information here, but just to help the committee 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


26 FEBRUARY 2001 


write the report, do you have any idea at this stage, other 
than 2010, how much earlier you could see this project 
being completed? In 2007, 2009? 


Ms Lang: We’re not in a position at the moment, 
Erik, to make that conclusive a statement. 


Mr Peters: OK. Thank you. 


The Vice-Chair: First of all, I'd like to thank the 
ministry staff, the witnesses, the committee staff and the 
auditor for making their views known. Hopefully some of 
the questions were answered. I guess there’ll be more as 
things progress. Anyway, I guess we’re ready to adjourn 
the meeting. Thank you. 


The committee adjourned at 1457. 
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The committee met at 1033 in room 151, following a 
closed session. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF FINANCE 


Consideration of chapter 4 (3.04), land transfer tax 
program. 

The Chair (Mr John Gerretsen): I'd like to call this 
meeting to order. Welcome to everyone. Today we’re 
dealing with the 2000 special report, section 3.04: the 
Office of the Provincial Auditor’s report dealing with the 
land transfer tax program. It’s a chapter 4 follow-up. I’d 
like to welcome Dr Bob Christie, the deputy minister, 
and the rest of your delegation. Maybe you could just 
introduce them. 

Dr Bob Christie: Sure. 

Ms Pauline Goral: I’m Pauline Goral; I’m the 
director of the motor fuels and tobacco tax branch, which 
administers the land transfer tax. 

Mr Arno Agur: My name is Amo Agur; I’m the 
manager of the land taxes section in the motor fuels 
branch. 

The Chair: Good morning. If you have a short open- 
ing statement or presentation to make, this would be the 
appropriate time, and then it will be followed up with 
questions from the various caucuses. 

Dr Christie: This is discussion A that we’re passing 
out. 

The Chair: Go ahead, sir. 

Dr Christie: It’s our pleasure to appear here to talk to 
you about the land transfer tax. As was noted, this tax 
was audited by the Office of the Provincial Auditor in 
1998 and followed up in the 2000 report. Based on the 
recommendations from the 1998 report, changes were 
made to the administration of the program, which we’ll 
review as we go along. 

Just by way of background, land transfer tax raises 
about $580 million a year. That’s projected for this year. 
To put that in perspective, our largest statutes—personal 
income tax, retail sales tax, corporate tax—raise re- 
spectively $18.9 billion down to $8.8 billion for cor- 
porations tax. Regardless of the size, it’s important to 
ensure that all taxing programs, including land transfer 
tax, are fairly and correctly applied and collected. 

Looking at the history of the tax briefly, it was enacted 
in 1921. The first significant change was in 1974, to 





address issues around non-resident purchase of land in 
Ontario. A 20% rate of tax was imposed at that time on 
non-resident purchases. In 1997 this portion was repealed 
because the non-resident purchasing no longer was an 
issue and the 20% tax was interfering with normal 
business activity. 

In 1989, the act was revised to impose tax on transfers 
of land not registered at land registry offices, and this 
was a change designed to address tax avoidance and tax 
engineering mechanisms that were being put in place for 
large commercial transactions. 

Over the years there have been a number of refund 
programs. The most recent was in the 1996 budget, 
aimed at helping first-time homebuyers. The refund has 
been very popular since 1996. Over 80,000 families have 
benefited; the average refund has been $1,300. This 
refund was made permanent in the 2000 budget. 

The tax is collected at the time the land is purchased 
and it’s paid by the purchaser. It’s a relatively low rate 
that rises with the value of the property. The rate on the 
first $55,000 is 0.5%, from $55,000 to $250,000 it’s 1%, 
and above $250,000 it’s 1.5%. For single-family resi- 
dences above $400,000 it’s 2%. So, for example, on an 
$80,000 home the land transfer tax would be $525; for an 
$800,000 home the land transfer tax would be $12,475. 
There are few exemptions. It’s intended to be a broad- 
based, low-rate tax, so there are few exemptions to this 
tax. 

The tax is administered co-operatively by the Ministry 
of Consumer and Commercial Relations, the Ministry of 
Finance and the Ontario Property Assessment Corp. We 
have memoranda of understanding with the Ministry of 
Consumer and Commercial Relations and the Ontario 
Property Assessment Corp that set out the rules of the 
various players in this collection. The Ministry of Con- 
sumer and Commercial Relations operates 55 land regis- 
try offices, and these land registry offices are the vehicle 
for collecting almost all of the land transfer tax. The land 
registrars will collect two copies of the land transfer tax 
affidavit. One copy goes to the Ontario Property Assess- 
ment Corp, and it is of use to them in terms of 
maintaining continuing information on all the properties 
and keeping up to date on those properties. 
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The Ministry of Finance has overall responsibility for 
administering the tax. Because of the way in which it’s 
collected, because of the use of other partners in the col- 
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lection of the tax, there are about 30 Ministry of Finance 
staff involved in land transfer tax administration. Part of 
what they do is provide rulings to taxpayers and 
solicitors. They advise the land registry office staff on 
interpretations and they sometimes will become involved 
in some large, complicated commercial transactions, as 
well as doing land transfer tax audits. 

In terms of the 1998 auditor’s report on land transfer 
tax and the subsequent follow-up, in 1998 an assessment 
was made to determine whether the ministry had appro- 
priate policies and procedures to ensure that the correct 
amount of tax was collected, refunded or exempted in 
accordance with the statute. The auditor’s office con- 
cluded that adequate procedures were in place to ensure 
that the appropriate amount was collected and deposited 
to the CRF but improvements were required to ensure 
that the declared values of consideration and other 
information were reasonable and to ensure that the ap- 
propriate amount of tax was paid and collected. 

Recommendations in the report related to a number of 
matters: assessing the information provided, involving 
training and informational materials being needed; en- 
forcement activities, which related to audit work per- 
formed, audit revenues, penalties and fines etc; accounts 
receivable; and refunds and exemptions. I will briefly 
address each of these. 

Under assessing information provided, the auditor 
noted that the memorandum of understanding between 
the Ministry of Finance and the Ministry of Consumer 
and Commercial Relations provided for a level of review 
of the transfer tax affidavit that was really in excess of 
the review provided and in excess of the review expected 
by the ministry. He recommended that the Ministry of 
Finance express clearly and communicate clearly its 
expectations regarding this function at the registry offices 
and revise the memorandum accordingly. We have done 
sO. 

It was also recommended that the ministry should 
periodically provide training to the registry office staff 
and ensure that they have the current manuals, current 
guidelines, bulletins etc. We’ve developed in conjunction 
with the Ministry of Consumer and Commercial Rela- 
tions a full training package and schedule. Eight of the 55 
offices have received in-house training and the remaining 
offices will receive that training over the next 12 months. 
The tax bulletins are being communicated to all the land 
registry offices and we’ve prepared a comprehensive 
manual that will be distributed shortly to all land registry 
office staff. 

With respect to enforcement activities, it was recom- 
mended that the ministry develop audit programs or 
checklists, and we have done that. There was a recom- 
mendation for increased audits. We’ve increased the 
audit complement from eight to 12, and the value of audit 
assessments has increased by 76%, from $6.6 million 
reported in 1996-97 to $11.6 million in 1999-2000 and 
$9.5 million for the first three quarters of 2000-01. 

The auditor also recommended that the ministry 
consider additional penalties to deter tax avoidance, 
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evasion. The land transfer tax was amended to provide a 
civil penalty in the amount of $500 or 25% of the unpaid 
land transfer tax. The penalty is considered whenever an 
assessment is issued, and to date it has been applied once. 

The Provincial Auditor recommended that tax appeals 
decisions be analyzed for trends so we can determine 
imperfections and where additional work is needed. 
We’re doing this on a quarterly basis, and outcome from 
this analysis is being used to change procedures and, 
where necessary, to make recommendations for policy 
and practice changes. 

With respect to accounts receivable, the auditor 
recommended that the ministry ensure that our receiv- 
ables information is complete and accurate and that the 
appropriate collection activity is occurring. We are taking 
more timely collection action and progressive action on 
assessments which remain unpaid, and staff have been 
assigned to collect outstanding accounts. 

With respect to refunds and exemptions, the auditor 
recommended that the ministry arrange to obtain Canada 
Customs and Revenue Agency—formerly known as Rev- 
enue Canada—data which are used to audit land transfer 
tax refund recipients on a more timely basis. We’ ve done 
this and we’ve accelerated the issuing of these assess- 
ments by some 30%. 

In conclusion, we’re gratified that with respect to the 
follow-up recommendations in this report, the Provincial 
Auditor’s office noted that the ministry was in the 
process of implementing, or had implemented, the 
recommendations of the 1998 report. 

The Chair: Thank you very much. What I propose to 
do is maybe have three rounds of 20 minutes and we’ll 
see where we go from there. Shall we start off with the 
Liberal Party? 

Mrs Leona Dombrowsky (Hastings-Frontenac- 
Lennox and Addington): Good morning, Dr Christie. A 
couple of questions. With regard to the training plan that 
you made reference to, and it was recommended that the 
ministry should periodically provide training to land 
registry staff, I’m curious about that term “periodically.” 
What does that mean to you? Is that once a year, once 
every two years, whenever staff changes hands? I would 
really like to understand what that term means for you in 
your office. 

Dr Christie: Perhaps Pauline or Arno could answer. 

Ms Goral: “Periodically” to me means when it’s 
appropriate. It would depend. If there are changes in 
legislation or changes in procedure, we should be going 
out there training. There is a lot of turnover in staff with 
MCCR, so we would have to go out on a fairly regular 
basis. Periodically could be once a year; it could be once 
every two years. It really depends upon the change in 
legislation and the change in the staffing. 

Right now we’re in the process of going out the first 
time and making sure we give equal training to all 55 of 
those and then we will go back, we’ll be in touch with 
MCCR to help determine any new training needs that 


might arise and go out on an as-needed basis as well as | 


being proactive to ensure they are getting the training that 
we feel they need. Does that cover it? 
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Mrs Dombrowsky: Is there a mechanism in place if 
within the land registry office there is a sense that their 
staff—because of significant turnovers or leaves of em- 
ployees, can they contact you to say that they need that 
additional support? 

Ms Goral: They certainly can. There’s no problem. 
We have continuous communication with them. It’s not a 
problem. 

Dr Christie: If I might add, as was noted earlier, there 
has been a manual prepared and it will be distributed 
shortly to all of the land registry office staff so they’ ll 
have the information. If they don’t feel they’ve got 
enough from that, then certainly, as Pauline noted, we 
would undertake to follow up with them and deal with 
any questions. 

Mrs Dombrowsky: The manual will be based on the 
training you have provided to the eight centres and that 
you will provide to the remaining of that group of 55. 

Mr Agur: Yes. The manual contains a number of 
sections, which include a copy of the act, the bulletins 
and notices that we send out to them. But, in addition to 
that, there is a section in the binder that is a training 
package and it contains essentially the parts that we 
deliver currently at the registry offices. As time goes on 
and things change and new issues arise, we will be 
updating that section of the manual. 

Mrs Dombrowsky: Dr Christie, when you were going 
through your presentation and you made reference to the 
land transfer tax history, in 1996, refund for first-time 
home purchasers was made permanent in the 2000 On- 
tario budget. I am of the understanding that there is a 
refund for first-time home purchasers if they purchase a 
newly built home, but if they are a first-time homebuyer 
purchasing an existing home, then they would not qualify 
for a refund. Is that correct? 

Ms Goral: The old program that used to be in before 
this new one was first-time purchases, and they had to 
open an OHOSP that was related to their income. That 
was the old program. A new temporary program was 
brought in in 1996, which was for first-time new home- 
buyers. It was not geared to income, and that’s the one 
that was made permanent. 

1050 

Mrs Dombrowsky: You’ve just said something that 
piqued my curiosity. Was it “new temporary” program 
you said? 

Ms Goral: It was in 1996 and it was enacted for one 
year, and then it was extended for a year, then it was 
extended and, finally, in 2000 it was made permanent. 

Mrs Dombrowsky: Made permanent. What is the 
difference in terms of the revenue you would collect by 
excluding those first-time homebuyers who no longer 
qualify but used to qualify? 

Ms Goral: Give us a second. Arno probably has the 
figures right here. 

Mrs Dombrowsky: All right. I guess for me the issue 
that I hear from individuals is that they’re buying their 
home for the first time and if it’s not a new home, they 
don’t qualify for the exemption— 


Ms Goral: That’s true. 

Mrs Dombrowsky: —and that’s an inequity for 
young people who are starting out. Or they may not be 
young people; it might be any individual who is buying a 
home for the first time, and it would suggest to me that 
they are certainly stimulating the local economy by 
purchasing a new home. I’m just curious about the sav- 
ings that have accrued to the government by excluding 
those people from that program. 

Ms Goral: Now you’re asking how much we saved by 
not having first-time homebuyers. I thought at first you 
were asking how much we were giving back under the 
new program. 

Mrs Dombrowsky: No. 

Dr Christie: Do we have that information? 

Mr Agur: We don’t have the information here. 

The Chair: How much is it under the new program 
that you’re actually refunding? 

Mr Agur: From the beginning of the refund it’s been 
$110 million that has been refunded. In the current fiscal 
up to January 23, we have refunded $28.4 million to 
19,277 applicants. 

The Chair: But you cannot give us what that number 
would be if all first-time—because you don’t know who 
a first-time homebuyer is unless they’re part of the group 
that actually makes an application for a refund. Sorry, go 
ahead. 

Mrs Dombrowsky: Thank you. That did make it 
more clear for me and I do appreciate that. 

Another question I have is with regard to the audit 
revenues. It has been indicated that the ministry has 
recruited additional audit staff to increase audit coverage. 
I think in your comments you indicated that that has 
increased from eight people to 12 people. 

Interjection: Yes. 

Mrs Dombrowsky: Are these people permanent full- 
time staff that have been added to your team for this 
purpose? 

Ms Goral: Yes, they are. 

Mrs Dombrowsky: So they are there on a regular 
basis and it’s not a contracted role? 

Ms Goral: No, it’s not a contract. They’re permanent 
employees. 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): You had mentioned earlier that your revenue 
was $580 million per year. Is that pretty stable year after 
year, and could we have any figures to that effect? 

Dr Christie: The land transfer tax revenue obviously 
depends on the state of particularly the new home 
market. If that is less healthy than it has been in the last 
couple of years, that will obviously have an impact on the 
revenue. But just to give you a sense of the revenues for 
the past few years, in 1999-2000 it was $515.5 million; 
the year before that it was $486 million. The lowest I see 
here over the last 10 years or so was about $314 million 
or $315 million in 1993-94, again reflecting the state of 
the housing market. But that’s both the level and the 
year-to-year change. 
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Mr Cleary: I understand. I kind of figured maybe the 
figures would be somewhat like that. You had mentioned 
that eight of the 55 offices are trained now. Does this 
training take place at a seminar where they all get to- 
gether to be trained, or do you do it in-house at the 
registry offices, or how does this work? I’m going to be 
asked. 

Mr Agur: We do it in co-operation with MCCR and 
we ask their regional representative to set up the meet- 
ings for us. In some cases they’re able to bring two or 
three offices together to one office so we can more 
effectively use our own staff. In other situations where 
it’s not possible for them to bring the staff together, we 
visit the individual offices. 

Mr Cleary: You had mentioned this just happens 
when legislation has changed, or is that an annual event 
or a quarterly event? 

Mr Agur: Currently, we have a schedule we have 
worked out with MCCR where every office is to be 
trained over approximately the next 12 months. After we 
have completed the first round where everybody’s re- 
ceived the training, we’re going to plan for future years, 
and we’re looking at doing roughly a third of the offices 
per year in the future. 

Mr Cleary: The other thing you had mentioned earlier 
about collecting outstanding debts, is that collected 
through Revenue Canada? 

Ms Goral: No, that’s collected by the Ministry of 
Finance. There is a collections branch within our min- 
istry, So we have a collections branch that does that. 

Mr Cleary: The federal government won’t have 
anything at all to do with this? 

Ms Goral: We can take some liens from them, take 
some money from them, if we want. Say there’s a student 
loan. That’s probably a bad example. 

Mr Agur: There is one area where Revenue Canada 
assists us. That’s with individuals who have been 
assessed who have received OHOSP-related refunds that 
they weren’t entitled to. Revenue Canada will hold back, 
in certain circumstances, income tax refunds to pay their 
assessments at the Ministry of Finance here. 

Mr Cleary: That’s what I wanted to hear. Thank you. 
Those are my questions for now. 

The Chair: Do you mind taking the chair, and I'll ask 
some questions? 

The Vice-Chair (Mr John C. Cleary): Ill think 
about it. 

Mr John Gerretsen (Kingston and the Islands): I 
just have a few questions about how you actually do your 
audit procedures. Just to be sure, in the earlier questions 
that were asked, your function with respect to training of 
the registry office people only deals with the land transfer 
tax aspect of it. The Ministry of Consumer and Commer- 
cial Relations is more involved with the other registry 
office work. Is that correct? 

Mr Agur: That’s correct. 

Mr Gerretsen: How do you actually audit to make 
sure the proper land transfer tax has been paid on a 
particular transaction? 
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Mr Agur: There’s a number of different ways we 
select audits. With land transfer tax audits, selection is 
the big challenge. We don’t have sort of a stable tax roll 
we can select from, as you would in many of the other 
statutes. We look for transactions, and one source of the 
transactions is by the land transfer tax affidavits that go 
to OPAC. OPAC uses the affidavits to update their data- 
base. In the course of updating their database, they select 
affidavits for us to review further. We have specific 
criteria we have provided which they use for selecting 
transactions for us. 

Mr Gerretsen: For example, if they show that in their 
assessment a property is worth, let’s say, $200,000, and a 
land transfer tax affidavit comes in at $100,000 or 
$80,000, that would sort of ring a bell in their mind that 
maybe there’s something not totally right here. Is that 
correct? 

Mr Agur: No, we wouldn’t select on that basis, but 
we do have criteria which we have provided them. That’s 
just the values of the transactions. 

Mr Gerretsen: Right. 

Ms Goral: It’s the size, not the value compared to the 
property value. 

Mr Gerretsen: Oh, the size. In other words, once it’s 
above a certain amount, you’re more likely to audit than 
if it’s below a certain amount. OK. 

You stated that the number of people you employ 
within your audit division for this purpose has increased 
from eight to 12. Do I take it then you are auditing to a 
larger extent than you did, say, three or four years ago? 

Mr Agur: Yes. 

Mr Gerretsen: What’s the likelihood of a transaction 
being audited now as compared to, say, three or four 
years ago? Is it twice as likely? 

Mr Agur: I would say so, yes. We’ve increased our 
audits by more than twice, so yes, there is an increased 
chance of being audited. 

1100 

Ms Goral: But there’s also sort of a segregation of the 
type of transactions we would normally audit. If you 
have a lot of small-time home purchases going back and 
forth, you have lawyers involved on both sides, repre- 
senting the seller and the purchaser. For the likelihood of 
any transaction happening that is going to cause a 
problem, there has to be collusion between two lawyers. 
So those types, you wouldn’t see as much of that happen- 
ing. We wouldn’t be touching those. So when you say 
twice, if there’s a lot of those increasing, we’re increas- 
ing the percentage of ones that we do on the other types 
of transactions, doubling those. 

Mr Gerretsen: Would you also audit those situations 
where land transfer tax is paid directly to the ministry 
rather than at a registry office? 

Mr Agur: Yes, we would do a pre-audit on the pay- 
ments made directly to us. 

Mr Gerretsen: There was some talk about a new 
accounting system being set up by April 2001. Is that 
ready to be put into place now, or where are you in that? 
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Ms Goral: No, it’s not. You have to imagine that at 
the motor fuels and tobacco tax branch we handle about 
13 different statutes. Each of these statutes is on a sep- 
arate type of system. The system we’re trying to develop 
is one that brings them all together so we have one 
accounting system to handle all the statutes, and it’s 
become a very complex matter. We now have released 
one which has all our tax roll on there, but we don’t have 
the receivables. It won’t be until maybe March or June of 
next year before it will be ready. 

Mr Gerretsen: The last major change in the amount 
of land transfer tax that was imposed, when does that go 
back to? About 1994, 1993? 

Mr Agur: No, that was back in 1989 when the higher 
rate was applied to single-family residences over 
$400,000. For the single-family residence over $400,000 
it was an additional one half of 1% on the portion over. 

Mr Gerretsen: Do you have any opinion at all with 
respect to the question that was posed by my colleague 
earlier as to whether or not first-time homebuyers who 
buy existing homes should be exempt as well? What 
would your advice be to the minister in this regard? 

Ms Goral: We’ll leave that to Dr Christie to answer. 

Mr Gerretsen: I think that’s a question for the 
deputy, definitely. 

Dr Christie: Absolutely, sir, that’s a question for the 
deputy. 

Like any other tax, this tax is reviewed as part of the 
annual budget process. Possible changes to this, as well 
as a number of other taxes, are ones that will tend to be 
looked at during the budget process, and the minister will 
decide and announce that as part of the budget. Obvious- 
ly not all taxes are looked at every year because they’re 
so complex. 

Mr Gerretsen: What kind of audit do you do on first- 
time homebuyers? I realize an application is made after 
the fact. What kind of assurances are you being given, 
other than the affidavit that’s being provided for at that 
point in time, that they are in fact a first-time home- 
buyer? Do you do any audits in that regard at all? 

Mr Agur: Yes, we do. What we do is we select 
transactions for audit. We will do searches on various 
databases that are available to us to find out if these 
individuals had a previous address and whether it was an 
address where they owned the home. Obviously we’re 
not checking 100% of them, but we do have a selection 
process that we use. 

Mr Gerretsen: Finally, I know there’s a certain num- 
ber of exemptions, inter-family transactions and things 
like that. Do you anticipate any changes in that in the 
near future at all? 

Dr Christie: I’m not aware of any changes that have 
been announced for the exemption side. 

The Vice-Chair: Ms Martel. 

Ms Shelley Martel (Nickel Belt): Thank you for 
being here this morning. I just want to follow up on a 
question Mr Gerretsen asked, and that was the criteria 
you provide to the land registry staff for files you want 
pulled. You said it was based on price. I’m assuming that 
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means higher levels of prices would be more likely to be 
files that would be targeted for audit. Why would you do 
that versus any other level of price? 

Mr Agur: That’s just one criterion. There are other 
situations we look at where there has been no price paid 
at all for the land. That’s of interest to us as well. We do 
use other methods of selecting transactions for audit. We 
have access to the database that is used by OPAC. We 
can go in there with various criteria to select properties. 

Ms Martel: Do you do a certain percentage at each 
price range? Is that part of the equation? 

Mr Agur: No, that isn’t the approach we use. We 
would use things such as types of properties. We were 
finding that individuals who were purchasing co-op units 
were not paying land transfer tax, so we went in and used 
the criteria of a building which was a co-op structure and 
we selected them for audit and looked to see whether 
they paid the appropriate taxes. 

Ms Martel: I just wanted to follow up on some of the 
responses you provided, Deputy, to the auditor’s recom- 
mendations, some that I missed. The memorandum of 
understanding was signed when? 

Mr Agur: In December 2000. 

Ms Martel: You talked to us about the increased 
audits, and I understand the numbers around the in- 
creased permanent staff. It was the increased audit 
numbers that I didn’t understand. I think you provided 
them as a percentage. You mentioned a 76% increase, I 
believe, in the number of audits, but I’m not sure— 

Dr Christie: No. That was in the value of the audits. 

Ms Goral: The assessments. 

Dr Christie: Yes, the value of audit assessments, from 
$6.6 million in 1996-97 to $11.6 million in 1999-2000. 

Ms Martel: What does that represent in number terms 
in terms of actual— 

Ms Goral: I believe Amo has those numbers with 
him. 

Mr Agur: The number of audits associated with 
those— 

Ms Martel: With those percentage increases. 

Mr Agur: The number of audits has increased from 
1996-97, which was 223 audits, to 673 closing the first 
three quarters of 2000-01. 

Ms Martel: With the increased staff, would that be 
the average you anticipate you’re going to get? Were the 
new staff incorporated into the changes that resulted in 
the 673? 

Mr Agur: Yes. 

Ms Martel: So you presume that’s going to be your 
average from here on in over the next number of years? 

Mr Agur: Yes. 

Ms Martel: Deputy, you mentioned that you were, as 
the auditor requested, observing trends; you were doing 
that on a quarterly basis. Can you give the committee an 
example of what you may have found and what change 
would have resulted from observing that trend? 

Dr Christie: Perhaps I could ask the actual observers 
of the trend. 
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Mr Agur: One of the trends we found was that a 
number of our assessments that were based on the fair 
market value of the land were being overturned by the 
tax appeals branch. We found that the values we had 
gotten from the regional assessment offices were being 
overturned because the tax appeals branch was going for 
a second opinion to OPAC head office. What we decided 
to do or how we resolved that was, in cases of dispute, 
before issuing an assessment, we went to the OPAC head 
office for a second opinion before assessing, and that has 
reduced the number of assessments that have been 
overturned for that reason. 

Ms Martel: Do you have any idea of how many? 

Mr Agur: In the course of a year about 12 or 15 were 
overturned. 

Ms Martel: Not really huge numbers. OK. 

I understood what you were talking about in terms of 
your system, and I was going to ask about that. Have you 
completed your 1999 refunds, then, for OHOSP? 

Mr Agur: No. Actually, we’re expecting to get the 
output from the Revenue Canada match within weeks. 

Ms Martel: So it’s still running on a two-year time 
lag, as it was previously, when the auditor first looked at 
it. There has not been a significant change in terms of 
your ability to get data on an earlier basis from the feds. 

Dr Christie: As Amo notes, the variable under 
control there is how rapidly the federal collection agency 
can turn around the tax assessment and tax return in- 
formation and get it back to us. 

Ms Martel: Otherwise, Deputy, the auditor’s com- 
ments were very positive, so I don’t have any other 
questions for you. Have a good day. 

The Vice-Chair: Government members now, please. 

Mr John Hastings (Etobicoke North): Dr Christie, 
starting off with Ms Martel’s comment and your com- 
ment about the federal government and RevCan taking 
up to 24 months to send back the monies for 1999: that’s 
common standard performance from them, is it not, in all 
our relationships with the federal government? I re- 
member a year ago—you weren’t here then, I don’t 
believe—the committee was looking at the lag time from 
the collection of personal income tax provincially. It 
takes up to 21 months. They are holding back, still do, 
and we get no interest compensation for it. That’s still 
going on as well, I assume, because of their rapidity of 
response. 
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Dr Christie: Over the last few years there has been 
some improvement in the rate at which they forward 
personal income tax money, but the final assessments do 
take quite a while to get to us. There is the interest cost 
associated with that, as I think the auditor has noted in 
the past, under those arrangements. They also retain all 
the fines and penalties that are levied through the per- 
sonal income tax system; those are not forwarded either. 

With respect to their role in this discussion and in the 
OHOSP refunds, we pay the refunds, but we do so based 
on information they provide to us. They do the assess- 
ments of the tax returns and verify income, those things, 


STANDING COMMITTEE ON PUBLIC ACCOUNTS 


27 FEBRUARY 2001 





and then they send the information down to us so we can 
process the refunds. It’s the information they send to us 
that is on such a long time lag. That means we’re just 
processing the 1999 returns, or will be. 

Ms Goral: Yes. The refunds have actually been under 
the OHOSP ones and they are decreasing in numbers 
because that’s a fading-out program. The refund is given 
up front if the person applies, but we can reassess if we 
find out they didn’t qualify under the OHOSP with the 
$40,000 to $80,000 income. It’s that reassessment of an 
already given refund that is sometimes delayed because 
of not getting the information. 

Mr Hastings: From us or from— 

Ms Goral: From CCRA. 

Mr Hastings: In that regard, can you communicate to 
your counterpart in Ottawa to see if we can speed up this 
minor facet of getting refunds back to the people who 
qualify? 

Dr Christie: I will take note of the interest of the 
committee and raise at the next opportunity the general 
question of the rapidity of both information and monies. 

Mr Hastings: That will be much appreciated. I’d like 
to focus next on your training programs. You’ve now got 
eight offices trained, but what is your turnover rate of 
personnel in the offices that are either trained or are 
about—some of them—to get trained in the next 12 
months? 

Mr Agur: I don’t know what the turnover rate is in 
the offices. 

Mr Hastings: OK. 

Ms Goral: They’re not our offices. 

Mr Hastings: They’re MCCR, or now MCBS, I 
guess: consumer and business services. Can you imple- 
ment or can you push MCBS to intensify its training 
program—I guess it’s a tripartite training program—for 
the staff in the land registry offices who aren’t trained, or 
is that outside your purview and outside the purview of 
the protocol you have established? 

Mr Agur: We’ve arranged the schedule with them 
that they’re comfortable with and that we have the 
resources to deliver, and that is, as I said, to train all the 
offices within roughly 12 months. 

Ms Goral: | think too we should probably note that to 
say “trained” doesn’t mean that they aren’t already 
trained. There has been information— 

Mr Hastings: Training updating. 

Mr Agur: Yes. 

Ms Goral: Yes. So it’s not that you’ve got untrained 
staff out there who don’t know how to collect our tax. 
They are collecting the tax. We’re just saying we’re 
going out there to make sure they have more updated 
information and they have a chance to actually discuss 
issues with us. 

Mr Hastings: Are you folks planning to talk to your 
counterparts—because you’re the lead ministry in tax 
collection—about a different way of training people, and 
that would be starting to move toward on-line training? 
That wouldn’t be just for this program. This could be for, 
I presume, new staff coming in, for auditors, whoever 
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you’re hiring, because people move on. There’s probably 
a huge cost involved in doing so, but do you have any 
consideration of thinking about moving in that direction, 
I guess, using education and training or the community 
colleges or whatever outside resources you would have to 
bring in to start developing a strategy around that idea? 

Dr Christie: That’s actually a very interesting ques- 
tion. In some of my former activities I’ve looked at on- 
line training. It’s a fascinating area; it’s a rapidly growing 
area. In the short run we have not built that into the 
centre of our plans for training, in part because of the 
cost of developing new training modules etc. But as we 
go on, we’re going to have to assess all of our staff 
training and updating, not just in this tax but in all of our 
tax areas. I think my colleagues in other ministries would 
say the same thing about their customer service and 
front-line functions. We are looking for ways to do those 
functions better; we’re looking for ways to help the staff 
do those functions better. Actually, I’m glad you raised 
that, because it’s an area that we’re going to have to get 
into. We’re not looking at it now, but I think we should 
take a look at that. 

Mr Hastings: That leads me to my next question, 
about the retail sales tax and collection thereof; it’s a 
little outside the land transfer tax context. Some US 
states, Virginia being the primary one—probably in Can- 
ada it’s BC—have plans. I know in the case of Virginia 
they’ ve already allowed for their state retail tax to be sent 
in on the Internet, and also the motor fuel tax, whatever 
they call it down there; the gasoline tax, I guess. My 
question would be, do you have any plans in the im- 
mediate future to team up with the Service Ontario kiosks 
so the people who are in retail or wholesale/retail—some 
are in both functions—could actually post their—what do 
we call it? 

Ms Goral: Returns. 

Mr Hastings: —returns, earnings, to the ministry, to 
the government of Ontario on-line in a highly secured 
fashion so that your tax inspectors, the people who go out 
and check up on trends—you can thereby start utilizing 
your staff in a more appropriate, more focused enforce- 
ment fashion? I can remember years ago this was under 
consideration, I believe. But I don’t know where we are 
in that whole area of trying to get better enforcement of 
some of the tax collection under the retail sales tax that 
my colleagues brought up. 

I guess at the weekend shows, in the jewellery in- 
dustry, a lot of those areas where there are a lot of cash 
transactions, a lot of people actually who are in so-called 
home sales have a garage sale once a week, all year, but 
they’re not paying. I know it’s a very minor area in terms 
of the monies, but those are examples. I’m just 
wondering where you are, Dr Christie, in that whole area, 
what your strategy is to get some of these things done, 
where you could have people pay their retail sales tax on- 
line. Your people would get better used in terms of 
getting out to see that we’re getting enforcement in all 
these areas. 

Dr Christie: That’s an area that we are looking at as 
part of a broader use of the Internet, both for information 


and for exchanging information with taxpayers etc, but 
it’s not in a phase where we’d be able to do that 
immediately. We’re looking at how to do it, how to do it 
in a secure way, how to secure all the taxpayer infor- 
mation. Obviously, as you noted, it would have to be 
completely secure. So we don’t have plans to do that, as I 
say, in the very short term, but we are working on plans 
to develop the capacity, both in that area and in other 
areas, to deal both with remittance and with customer 
service and customer inquiries etc in an automated— 
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Mr Hastings: Would you say we’re two years away, 
three? 

Dr Christie: Depending on the pace at which we can 
move forward and how broadly we set the targets, it 
would probably be in that order of time. 

Mr Hastings: Should we not be trying to speed it up a 
bit? We’re going to end up being one of the last prov- 
incial governments in Canada to do this. 

Dr Christie: I will ask when I get back to have the 
folks tell me how fast other people are going. If there are 
other jurisdictions that are moving ahead faster, we can 
learn from them and adopt some of the techniques 
they’ ve adopted. 

Ms Goral: I was going to say, just to add to what he 
said, there is electronic filing for corporation tax but it’s 
not the actual remittance of the tax. But there is 
electronic filing that’s done in conjunction with Ontario 
and Alberta and CCRA. 

On your issue with the flea markets and the garage 
sales, the sales tax is working in conjunction with CCRA 
on underground economy initiatives, including education 
and training and going out to these places on as regular a 
basis as they can. That’s not my branch. 

Mr Hastings: Does that include weekends? That’s 
when they function. 

Mr Agur, you were talking about trying to capture 
trends as to whether somebody is getting another free 
house, so-called, in terms of qualifying for being a first- 
time homebuyer. How do you deal with the problem of 
somebody who lives in another province who bought a 
house in Alberta or Newfoundland and then moved to 
Ontario? Do we rely on CCRA to tell us that the status of 
the address in St John’s or in Edmonton was actually an 
ownership? Or is there really no way of capturing that 
kind of person who wants to be that inventive? 

Mr Agur: In that situation we may not catch them, 
but the fact of their being a first-time purchaser is only 
one of the elements we look at when we audit a trans- 
action. We also want to ensure that the home being 
purchased is a newly constructed home. So there are 
various tests that we could apply to a transaction, but 
obviously all tests can’t be applied because we have a 
limit to the information we have to use for testing. 

Mr Hastings: Those tests or criteria that you use I 
assume are confidential. You wouldn’t want to tell us any 
more than the price as being one of the items you use in 
your trends analysis. 

Mr Agur: I would prefer not to. 
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Ms Goral: You phrased the question to make it easy 
to say no. 

Mr Hastings: I know it’s a sensitivity item. 

How much time do I have? Am I finished? 

The Vice-Chair: You have six minutes. 

Mr Hastings: I guess a question I would have noted 
from the commitment of the minister, who has now 
moved on to better and more exciting things—your 
previous minister: in the annual report of key achieve- 
ments for 1999-2000 I notice, Dr Christie, that one of the 
items that’s highlighted is developing a declaration of 
taxpayers’ rights, which is an original idea brought up by 
the Canadian Federation of Independent Business. I 
presented it in a private member’s bill to a lesser extent. 
I’m wondering whether you could give us some detail as 
to how that proposal is proceeding. 

I recall about three years ago meetings with your 
ADM, Roy Lawrie, when we were looking at this item. 
Some small business people, at the retail level par- 
ticularly, but there could be other areas, used to remark to 
me and to other members in that committee back in 1997, 
I think, as to the way in which some of the audit people 
or the folks who went out to check, in dealing with our 
small business people, could be a little more professional. 
I’ll use that approach. I’m wondering what the ministry 
has done in terms of dealing with that specific item as 
part of this whole declaration of taxpayers’ rights. I know 
it sounds a bit bizarre: you’re trying to enforce and 
collect money that’s to be remitted because of statutes, 
but also trying to deal with those people in a professional 
way, because they’re really our customers and are 
collectors of the money, and if we didn’t treat them well I 
guess they behaved in certain different ways to you. 

Dr Christie: There are a couple of things there. On 
the declaration of taxpayers’ rights, we have been 
looking not only at what other provinces and the federal 
government do but what other countries do. We need to 
talk to people like the CFIB and others who have been 
interested in this to make sure we have their concerns 
appropriately captured, but we expect to see real progress 
on that in the next six to nine months. I think that’s sort 
of the time frame we’re looking at. 

With respect to the professionalism issue, one of the 
things, for example, we’re looking at particularly in 
terms of our tax auditors, the people who go out in the 


field—most of them will want to give good service to 
their customers. It’s like any workplace: most people 
want to do a good job. I’m sure in some circumstances 
where people are under pressure they don’t do quite as 
good a job as they might want to do. One of the things 
we’re looking at very closely, one of the kinds of things 
the federal collection agency has begun to do, is having 
anonymous feedback from the company, so the auditor 
doesn’t necessarily associate it with the company, for 
obvious reasons, in terms of, was the person courteous, 
were they on time, did they provide all the appropriate 
information, if you had a question, did they answer the 
question in a reasonable amount of time, things like that, 
and conducting a quality service survey, if you like, in 
terms of the sort of interaction the people have. Those are 
the kinds of things we’re looking at. 

Mr Hastings: What kind of money do we pay them 
now? Is it about $500? Is there not some compensation— 

Ms Goral: It’s up to $2,000 a year. 

Mr Hastings: Per business? 

Ms Goral: It’s a percentage of the tax collected, up to 
$2,000 a year, if I remember correctly. 

Dr Christie: That sounds right. 

Mr Hastings: Does that apply to the motor fuel tax as 
well? 

Ms Goral: We give compensation to some of our 
staff, not all. 

Mr Hastings: So anything where there’s a like- 
minded retail sales tax component, we have some 
compensation in place for them? 

Ms Goral: Yes. 

The Vice-Chair: Do any other government members 
have any questions? We’ll move on to the official 
opposition. 

Mr Gerretsen: We don’t have any further questions. 

The Vice-Chair: Ms Martel? No? Everybody is so 
agreeable. 

None of the committee has any more questions for the 
deputy or the staff. If that’s the case, I would like to 
thank the deputy and the staff for bringing this informa- 
tion before the committee. This committee will stand 
adjourned until tomorrow morning at 10 o’clock. I thank 
you. 

The committee adjourned at 1129. 
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The committee met at 1032 in room 151. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF NATURAL RESOURCES 


Consideration of chapter 4(3.10), science and infor- 
mation resources division. 

The Chair (Mr John Gerretsen): Good morning, 
everyone. I’d like to call the committee to order. This is 
the continuation of the standing committee on public 
accounts. We are dealing with chapter 4(3.10) of the 
2000 special report, Provincial Auditor, dealing with the 
science and information resources division. 

Good morning to all of you. We look forward to your 
presentation of about 15 to 20 minutes. Afterwards, there 
will be questions from members of the various caucuses. 
If you’d like to introduce yourself, Deputy, and the 
members of your delegation, you can proceed. 

Mr John Burke: Thank you very much, Mr Chair- 
man. Good morning. My name is John Burke. I am the 
deputy minister of the Ministry of Natural Resources. 
Here with me this morning are three colleagues. To my 
immediate left is Des McKee, the acting assistant deputy 
minister of the science and information resources branch. 
Next to him is Geoff Munro, who is director of the 
applied research and development branch. Frank Ken- 
nedy, who is to my right, is the acting director of the 
science and information branch. 

I’m here today to discuss some of the Provincial 
Auditor’s recommendations and comment and talk about 
what we’re doing to address them. Let me begin by say- 
ing that we welcome the comments from the Provincial 
Auditor. In some cases it provided us with very useful 
direction on how to improve our processes and products 
and meet our mandate of resource sustainability. In other 
cases it simply confirmed and gave us direction that was 
already being undertaken within the ministry itself. 

I'd like to begin by giving you an overview of what 
we’ve achieved, and then I’ll address the specific recom- 
mendations and highlights that we have done in these 
particular areas. 

One of the four common business practices that MNR 
has put in place to support our vision of sustainable 
development and our mission of ecological sustainability 
is that of science. We consider it part and parcel of doing 
business within MNR. We’re taking a strategic approach 


to the science business area and have developed a full life 
cycle project performance management system. The sys- 
tem is the centrepiece of an integrated science strategy 
that both meets the intent of the auditor’s recommen- 
dations and provides the high-quality science and infor- 
mation we need to make sound natural science manage- 
ment decisions. The strategy has been tested and is now 
being implemented for the largest science portfolio with- 
in MNR, which is forest science. I brought copies of A 
Forest Science Strategy for an Adaptive Organization, 
which we will leave for committee members. This is a 
business-oriented strategy that focuses on improving the 
alignment of science activity with the needs of MNR’s 
forest management program. 

I’d like to highlight two of the actions identified in this 
strategy document as they relate specifically to some of 
the recommendations in the auditor’s report. The first is 
around priority setting, and the second is around program 
and project management itself. 

The performance management system I mentioned 
earlier is supported by a software tool called ProGrid. In 
the scientific community it’s perhaps the most widely 
used software tool. This software is used by many organ- 
izations in Canada. We have adapted it to suit natural 
resources science and to fit our specific performance 
management needs. The system will support decisions 
around project selection, annual project review, and pro- 
ject evaluation after it’s been completed. The decision 
support system is helping us to make consistent and 
transparent science-based decisions. 

The second action item I’d like to highlight today is 
that we’ve divided our forest science into five theme 
areas that allow us to include a more balanced repre- 
sentation of clients and science providers in the review 
and priority-setting process. Managers from the forests 
division, field services division and science and _ infor- 
mation division provide co-leadership under each of 
these theme areas. Specifically, these areas are forest 
management practices; forest resource and land use plan- 
ning analysis; policy standards and guidelines; inventory 
monitoring, assessment and resource allocation; and 
resource management issues. 

The co-leaders are developing a strategic plan that 
identifies priorities for research and technology transfer 
problems and questions. They will review priorities and 
problems, pre-screen project proposals, participate in an 
annual review of projects, and help select projects for the 
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coming year. This will ensure that client needs are 
understood and addressed, and it keeps the whole science 
agenda working closely with the business areas. We've 
just begun to expand this management approach to other 
science activities at MNR and expect to have a fully 
functional performance management system for all of our 
major science activities in the near future. We are 
currently working to apply this in the fish and wildlife 
area, and you will see over the next 12 months us moving 
in a very similar fashion. 

I’d now like to talk about what steps MNR has taken 
to address the Provincial Auditor’s specific recommen- 
dations. 


Around the area of setting directions and science 
priorities, the performance management system I men- 
tioned earlier will ensure the development and annual 
review of science priorities measured against an estab- 
lished set of criteria. This work is done with active 
participation from the business area that requires the 
science products and services for their programs and has 
policy development responsibilities. So all of our key 
areas are being brought together for the purpose of 
setting directions and priorities. 


Under project selection, research monitoring and 
reporting, our performance management system includes 
a full project life cycle approach. This means that project 
selection, annual evaluation and final review are all done 
in response to established criteria. The measurement cri- 
teria are also developed in ongoing collaboration, again, 
with the business area, that section of the ministry deal- 
ing with it. 

In terms of research funding, while funding is still 
available only on an annual basis through the regular 
budgetary process, our performance management system 
will accommodate multi-year science projects in the 
priority-setting and project-tracking functions. We can 
review the status of the multi-year projects annually, as 
well as their fluctuating budgetary requirements, along- 
side any new project proposal we may consider from 
time to time. In addition, the ministry has entered into a 
number of science-based partnership arrangements that 
also have multi-year considerations. These arrangements 
are also reviewed each year as part of the performance 
management system. 
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In terms of project monitoring for information and 
information technology projects, the ministry has also 
improved its efforts through regular reporting processes, 
quarterly financial reporting, a project status review of all 
approved projects in October of each year, and regular 
project-specific status reviews with all of our program 
areas. The ministry has evaluated its needs for project 
management software and in fact has issued an RFP for 
that particular kind of software to meet our needs. We 
will be making a decision within the next few weeks. 
Staff will be training on the software and the project 
management guidelines as projects are initiated in the 
new fiscal year. 


I’d like to conclude my remarks today by assuring you 
that MNR’s science capability remains vital to making 
sound resource management decisions and in meeting our 
objective of sustainable development. We’ve instituted 
project management processes that will ensure account- 
ability, relevance and value for money for our science 
and information investments. We will continue to sustain 
a provincial scientific capacity and capability to address 
the specific issues we face in delivering our resource 
management and protection mandate. 

On that note, I’d like to thank you for the opportunity 
for those few words and turn it back to you, Mr Chair- 
man. 

The Chair: We’1] start our round of questioning now 
with the official opposition. We'll have 20-minute 
rounds. 

Mr David Ramsay (Timiskaming-Cochrane): 
Thank you, Deputy, for your update on this. I know 
previously we referred to the 1996 Strategic Plan for 
Science and Technology. My understanding from the 
auditor today is that that basically is looked upon by the 
ministry as an historic document, and you’ve moved on 
now to the new forest science strategy. 

I was just wondering how the new program is different 
from the old. Are there aspects of it that you’ve had to 
drop, and why have you had to do that? I'd just be 
interested to know what the difference is and why you 
felt—maybe because it’s four years old—you had to 
change it. How did that evolve and what was the process? 

Mr Burke: On some of these questions that relate to 
history or science in particular, I would like to be able to 
refer this question to some of my colleagues who are 
sitting here. 

The Chair: Sure. If you’d like to identify yourself, 
please. 

Mr Geoff Munro: Good morning. My name is Geoff 
Munro. I’m the director of the applied research and 
development branch. 

The report you speak to, Mr Ramsay, was the basis 
upon which the new system was built. It provided guid- 
ance and direction. There’s nothing we’ve specifically 
dropped, but what it did not do was provide us a set of 
concrete measures against which we could take an annual 
process and develop it into something that made it 
transparent to both the business areas and anyone else 
who wants to observe what’s going on in terms of those 
decisions being made. 

So in answer to your question, nothing was dropped. 
The intent of that report has been fulfilled. Some termin- 
ology has changed as we’ve developed the new system. 
For instance, there’s a reference in the old one to 
“science team.” “Science team,’ we found, was too 
general in its scope, and you heard the deputy speak to a 
number of specific theme areas. We have taken the 
science team and effectively broken it into theme areas so 
we could drive down to the specific needs of that 
thematic area in terms of its science requirements. So that 
kind of shift has taken place, where we’ ve driven it into a 
more structured process with specific detail at a lower 
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level than that earlier document provides. But the intent 
of that document has been maintained and in fact was 
used as the basis for the development of the document 
that the deputy spoke to. 

Mr Ramsay: I'd also be wondering if the change was 
maybe implemented, and I’m just asking this—if you 
have the resources to carry out this work, and did you 
have to change the strategy to accommodate the restruc- 
turing of the ministry because of the manpower cuts over 
the last few years? Has that impacted on this area and the 
strategy change between the two documents? 

Mr Munro: As I said, the strategy hasn’t changed 
specifically. The intent of that earlier strategy has been 
maintained. 

In terms of the resources, the question around 
resources was always one of how much is enough, and 
what we’ ve done is we have entered into some significant 
partnerships. The deputy, again, made reference to that. I 
guess the answer is yes, we’re fulfilling the obligations as 
they are established by the strategies. 

Mr Ramsay: I noted that, and I thought that was 
interesting. Going into partnerships seems to be a trend 
today. With whom would some of these partnerships be 
and how do these partnerships work? 

Mr Munro: As you may be familiar with, the Ontario 
Forest Accord, as part of Ontario’s Living Legacy, calls 
specifically for science partnerships. It was one of the 
areas that partners to the ministry at the level of the 
accord wanted to become involved in. We have a range 
of them. In the forest example we have in front of you 
today, they include a number of the members of the 
forest industry and a number of the academic institutions 
that are involved in the research side of forest science. 

We have partnerships with the Canadian Forest 
Service, who also have that as part of their mandate. We 
even have a number of what I guess you’d class as 
ENGOs, environmental non-governmental organizations, 
that have chosen to work with us to try and enhance this 
overall mandate of improving our knowledge around 
forest science. 

Mr Ramsay: Without getting into any specific details 
on any particular one, what is the extent of the part- 
nership? Do I take it these are financial arrangements and 
collaborative studies? If you could give me maybe a 
couple of examples of what our share, as MNR, in a 
certain partnership project is and how it might work. 

Mr Munro: As you can imagine, each institution has 
its own structure of what it can and cannot do in terms of 
its own mandate. What we look for are the areas of 
common interest, the areas where the mandates overlap 
and where there is interest in collaboration. 

For those of you who have had the opportunity to go 
to Sault Ste Marie, you may know that the Ontario Forest 
Research Institute is right across the parking lot from the 
Great Lakes Forestry Centre, which is the Canadian 
Forest Service Ontario-based regional laboratory. So we 
have areas where we will only put the infrastructure for 
our project on the ground once, work out the plot 
network, for example, rather than have them to do it on 


one piece of ground and us on another. Therefore, we 
both reduce our costs. 

The scientific interest may be slightly different, 
mandates being collaborative but different on occasion, 
but we will go to the same site and have the scientists or 
technicians doing the measurements do them once and 
provide the information back to both the Ontario lab and 
the federal lab. They can do their work and we can do 
ours. When results can be compared and it’s appropriate 
to do so from a scientific regime, then we do. So there is 
that kind of collaborative arrangement. It’s two budgets, 
federal and provincial, operating in collaboration, both 
spending less than they otherwise would be required to 
do. Effectively, that’s the model. 

Where we partner with industry, it’s often a case 
where they too will put people and resources on the 
ground to implement something that needs to be imple- 
mented in response to a scientific structure that we will 
set using our research scientists to do that. So it’s 
collaborative in that way. 

Mr Ramsay: I’m fine for now. We could rotate. Pll 
reserve the time if you want. 

The Chair: If you want to do it that way, that’s fine, if 
you want to have shorter rotations. Ms Martel. 

Ms Shelley Martel (Nickel Belt): Let me start from 
there. Can you give us specific examples of projects that 
you’re working on? I’d be interested, if you want to give 
me one with the feds and one with industry and then tell 
me what the monetary value is in terms of MNR’s con- 
tribution and then industry’s or the federal government’s 
contribution. I’m hearing what you’re saying, but can 
you give the committee some concrete examples of what 
that means? 

Mr Munro: OK. Let me pick on one that involves all 
of the above. We have a project in place called the forest 
research partnership. It’s a collaborative arrangement 
between Tembec, a forest company in the northeast part 
of this province, the Canadian Forest Service, the 
Canadian Ecology Centre, which operates out of one of 
the provincial parks near Mattawa, and ourselves. It is 
focused on intensive forest management. It focuses on 
what tools and techniques we need to develop so that we 
can implement intensive forest management in this 
province in a sustainable fashion, working within the 
existing legislative and policy guidelines for forestry. All 
four partners are bringing something to the table. In all 
cases, it’s either cash or in-kind equivalent, the three big 
partners being the industry, the Canadian Forest Service 
and ourselves. The Canadian Ecology Centre doesn’t 
have the resources to be an equal player, so what they 
supply is the infrastructure of their facility and their 
technology transfer capability. 

Amounts: I’m loath to give you specifics because I 
don’t have them in front of me to give you exact figures. 
I can certainly make that specific report and the outline 
of the budget associated with it available to you. 

1050 : 

Ms Martel: That was going to be my next question. 
Could you give us the breakdown between what would 
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be the ministry’s investment in a partnership arrange- 
ment, either with industry or the federal government or 
the ENGOs, and then what the ministry’s contribution 
would be solely as a ministry to those research projects? 
I’d be interested in what portion now is cost-shared, I 
guess is the best way to use it, with another partner and 
what continues to be the ministry’s sole obligation in 
terms of projects, either on fish and wildlife or on the 
forestry side. 

Mr Munro: I’1I have to bring that back for you. 

Ms Martel: OK. I’d like to ask you some questions 
about budgets. That’s where I’d like to start. Can you tell 
the committee what the budget is, first, for the division 
for this year? 

Mr Des McKee: My name is Des McKee; I’m the 
acting ADM of the science and information resources 
division. The problem we have with coming up with that 
fixed number is that there is base funding in the division. 
There’s also money transferred as part of core business 
funding into some of the projects as well. I don’t have the 
actual numbers in front of me, but I think it’s in the order 
of about $50 million to $60 million. 

Ms Martel: Can I back up? Maybe this will help. The 
auditor identified, in his 1998 report, that the division had 
about $63.5 million in expenditures and 500 staff. In the 
same fiscal year, $27 million was spent on 350 science 
projects, both fish and wildlife and forest management. I 
would be interested in receiving from the ministry corres- 
ponding numbers for three fiscal years—what those 
numbers were both for the division for 1998-99, 1999- 
2000, and then this year, 2000-01. I would like to know 
what the staffing levels are for those three fiscal years, 
and finally, what the expenditure was on the science 
projects. Like I said, in 1997-98 the value the auditor 
identified was $27 million for 350 projects. I would like 
the corresponding amounts, both monetary value and the 
number of projects, for those three fiscal years. 

Mr McKee: We can get that information for you. 

Ms Martel: The reason I’d be interested is, you 
clearly understand, and so do I, the importance of the 
science projects to determine how your fish and wildlife 
and forest management programs are going to operate, 
and how we’re going to ensure that resources are 
sustainable in the long term. The auditor, when he did his 
audit, identified a significant cut to the division’s budget 
in the three years prior to his audit. I think that has 
probably had some significant impact on your ability to 
do these projects, because I’m not sure you have the 
money or the staff. I’d like to know what, if any, change 
has occurred in those numbers since the auditor did his 
1998 report, because it wasn’t identified in his 2000 
report. 

Could we have those this afternoon? Is that a 
possibility? 

Mr Burke: We will try our best. 

Ms Martel: My next question, then, is—and there 
may be no relationship at all, but this is what I want to 
clarify—how is the Fish and Wildlife Advisory Board 
and the money that it has from fees and _ licences, 
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royalties, etc related, if at all, to your division? I 
specifically mean related in terms of, do you vet the 
projects that they would propose and is their budget 
considered to be part of your budget? So for example, in 
1997-98—I think they were probably just getting started, 
so maybe that’s not a good year, but is any of the $27 
million that was 1997-98 actually money from fish and 
wildlife? Maybe there’s no relationship at all, but I’d like 
that clarified. 

Mr Munro: The response to your question is that the 
numbers we give you this afternoon or tomorrow or as 
quickly as we can get them for you can include the 
amount of the $27-million equivalent that comes from 
the SPA, the special purpose account that you’re 
referring to. But the allocation of projects is done through 
the scientific rigour that I described. Although the actual 
system hasn’t been applied to fish and wildlife yet, as 
you heard the deputy say, that same sort of approach is 
still used in terms of assessing the scientific need for 
study. So the Fish and Wildlife Advisory Board does not 
sit in judgment over what project will or won’t go ahead, 
although there is an allocation coming out of the special 
purpose account that makes up part of the science 
portfolio in support of the fish and wildlife activity. 

Ms Martel: Sorry, let me back up. Let me deal with 
the special purpose account first. It was established in 
1996 or 1997? 

Mr Munro: You’re close. 

Ms Martel: I don’t know the numbers, but let’s say 
they had $20 million in 1996-97. Are you saying to me, 
then, that the $20 million they had would have been part 
of the $27 million overall that was spent by the division 
on projects that year? 

Mr Munro: On science projects; the answer is yes. 

Ms Martel: So is it fair to say that the total amount of 
money that is in the special purpose account appears 
against the ministry line item for budget for science and 
research projects? Or is the money they have the only 
money you have? 

Mr Munro: Oh, no. No, no, no. That’s why I say 
when I give you the numbers this afternoon or tomorrow 
I can identify the portion. Science is funded through both 
the forest program and the fish and wildlife program, and 
a subset of the fish and wildlife program includes money 
from the special purpose account. 

Ms Martel: Both branches, OK. It would be helpful to 
me if you could do that breakdown as well, and could 
you give me the numbers over the three fiscal years that 
I’ve identified and their projects, the number of projects 
that they did over the three years? Is that a fair request? 
I’m assuming that there are certain projects that are 
tagged as theirs, or do you— 

Mr Munro: No. 

Ms Martel: OK. 

Mr Munro: No. I was going to say, the last part of 
your question may be difficult, because what happens is 
there is an allocation from the fish and wildlife program 
area to science and it is looked at in terms of the fish and 
wildlife needs, in terms of their program needs, and then 
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is funded through either the base budget or the SPA. I 
can give you the math quite easily and I can do that for 
each of the fiscal years you’ ve asked for. What I can’t do 
as easily is ferret out the specifics of a given piece of 
science work that was funded that way. 

Ms Martel: Don’t do that, then. If you can do the 
first. 

Mr Munro: We can give you the math you are 
requesting, yes. 

Ms Martel: Just so I’m clear: you’ve got your 
advisory committee. It’s a multi-stakeholder group. I’m 
not clear about the process that develops for them to 
make decisions about projects. Are they assigned projects 
to consider from the branch or do they generate their own 
that are then checked by the science branch? 

Mr Munro: They function in an advisory role. So the 
staff of the branch, working in collaboration with the 
people in our division—you recognize the branch is in a 
natural resource management division— 

Ms Martel: When you say “branch” are you meaning 
fish and wildlife or forest management? 

Mr Munro: Sorry, fish and wildlife branch. I should 
have been clear. The fish and wildlife branch is in a dif- 
ferent division, as is the forest group. The science is 
functionally a service in support of their policy and pro- 
gram agenda, so we work with them in terms of their 
policy and program agenda and the science needs to it. 
They then discuss with the advisory board their full 
program—not just the science piece; the science piece is 
included of course—that they’re planning to spend their 
allocations on. The science is part of the overall program. 
1100 

Ms Martel: They would have expenditures and prior- 
ities that are outside of the division and specific to the 
fish and wildlife branch, and you wouldn’t deal with all 
of those priorities. 

Mr Munro: Absolutely, and the field. 

Ms Martel: Let me ask you about what you’re des- 
cribing as the forest science strategy. If I heard your 
answer to Mr Ramsay correctly, it is that there really isn’t 
a difference; the 1996 strategy provided guidance but, for 
lack of a better term, the on-the-ground details of how it 
really operates are now available in this strategy. Am I 
correct? 

Mr Munro: That’s correct. 

Ms Martel: How does that relate to what you want to 
do with respect to fish and wildlife? Is this document and 
this strategy generic enough that you would just apply it 
then to the fish and wildlife branch and their priorities? 
Because I got the impression that this was primarily 
focused on priorities coming out of the forest industry, 
which wouldn’t deal with your priorities, concerns or 
responsibilities with respect to fish and wildlife. 

Mr Munro: The process would be the same and was 
designed generically to answer the questions of how 
priorities are set, of how and when you review projects, 
how you measure if they are meeting the milestones that 
were projected in the project design in the first place. Did 


they accomplish the intended purpose of the project etc? 
So the process will be the same. 

Where it will change, or may change, is in the criteria 
used to measure projects. A number of the criteria in the 
forest strategy document you have before you are quite 
generic and there’s a term in there called the language 
ladder, which is the measuring device associated with 
each of the criteria. Most of those will fit, but as we did 
with the forest program, we will work with the business 
area to make sure that those criteria do align correctly 
with the business area, in this case fish and wildlife, 
policy program needs. Some adjustment may be required 
at that level so that we measure the fish and wildlife 
projects appropriate to their needs. 

Ms Martel: Is the document for fish and wildlife, that 
strategy, developed yet? 

Mr Munro: No, and I’m not sure we will develop a 
full-blown one, because so much of this, for all it was 
done for the forest system, is the strategic nature of a 
science strategy and can be directly applied. What we’ll 
do is adapt the pieces that are necessary, as I’ve des- 
cribed, and document them, so there’ll be, more likely, an 
ancillary document to this one rather than a full-blown 
additional strategy, because that would be repetitious. 

Ms Martel: Tell me, you implemented this strategy 
and its protocol model for decisions on projects for the 
fiscal year 2000-01? 

Mr Munro: It was tested in that year, both beta- 
tested, where we just took a small number of projects, 
and then operationally tested. The strategy was actually 
implemented after budgetary decisions had been made 
for the current fiscal year we’re in, so it was back casting 
because the timing of budgetary processes and the 
development of the strategy were not in sync. So what 
we’ve done is we’ve measured the success of that and 
used it to drive the process we’re in the middle of at this 
very time for next fiscal year. 

Ms Martel: So you anticipate it’l] be fully in place, 
you’ll be making all of your decisions and evaluations by 
2001-02? 

Mr Munro: That’s correct. 

Ms Martel: For the fish and wildlife portion now, are 
you going to be testing it this fiscal year? 

Mr Munro: That’s correct. 

Ms Martel: With full implementation in 2002-03. 

Mr Munro: Correct. 

Ms Martel: Given that timeline, let me ask you this 
question, because the auditor when he reviewed this and 
made the comments that he did—in terms of the minis- 
try’s reply, the ministry’s reply was that they had been 
well aware of these concerns and in fact were in the 
process of implementing changes already, in response to 
the auditor’s recommendations. That was in April 1998. 
Those were the ministry’s responses. It will be 2002-03 
before the fish and wildlife portion of this finally gets 
implemented in the way that I think the auditor wanted it 
to be identified. 

What has taken so long for these processes to be put in 
place? I’m also bearing in mind that you’ve told this 
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committee that there isn’t a significant change from the 
year 1996 strategic plan to this document. But we’ve 
gone from identification of a problem by the auditor in 
1998, where the ministry said you were already imple- 
menting changes, to a position where you won’t have full 
implementation for at least another two full fiscal years. 


Mr Munro: The simple answer is that the changes we 
were making in 1998 and 1999 were—how would I des- 
cribe it?—item-specific. We were looking at the recom- 
mendations and saying, “Do we have a way of measuring 
a project in mid-year?” and we were starting to develop a 
response to that. It was in—let me get my years 
straight—1999-2000, prior to that. Going into 1999- 
2000, we recognized we needed a full-blown strategy. 
We could no longer go at these item by item. What we 
were doing was correcting things as we went, and we 
realized we were in effect tweaking all aspects of the 
science program. So we took a half-step back, took all 
those changes, integrated them during the 1999-2000 
fiscal year and developed this full-blown strategy. 


The performance management system we’re talking 
about is one of 13 items you will see in the strategy itself. 
This is a full-blown science strategy for MNR. This goes 
well beyond the intent of the 1996 strategic direction. It 
satisfies those—as I said earlier, we used it as a base 
document and accepted its directions, but put a system in 
place rather than just say, as I did in my example, “We 
don’t have anything to test a project at its mid-course, 
and we need one,” and we went about fixing that. “We 
need a better way of linking with the business areas,” so 
we went about fixing that. Those were one-time fixes we 
were doing, and we thought they were appropriate until 
we Started to realize the scope of the changes being 
undertaken. We started to worry that we might fix A, 
which would hurt us in B. So we stood back and looked 
at a full-blown strategy for science in MNR, using 
forestry as the test case because of its being the largest 
portfolio. That has resulted in the document before you. 


Ms Martel: You’re confident, as you deal with the 
specifics on fish and wildlife and the needs from that 
program branch, that you’re not going to run into similar 
problems? 


Mr Munro: The answer is yes, I’m confident. The 
reason I’m confident is that we have taken this using 
forestry as a test case. It is not unique to forestry. As I 
said earlier, it is a science-based program that depends on 
the classical science checks of peer review and national 
and international collegial exchange with people who are 
involved in the area of expertise—all the things we have 
been doing in MNR for years—but does it in a structured 
way. So those generic pieces are quite applicable to fish 
and wildlife, and they can be applicable to science in any 
other area. As a matter of fact, this system has now been 
recognized worldwide. We were invited to IUFRO, the 
International Union of Forest Research Organizations, to 
talk about what we’ve done with this. So it is a generic 
science strategy, and I am confident it will work for fish 
and wildlife and others, recognizing, as I said earlier, that 


there may be a need to speak to specific criteria 
adjustments to recognize the needs of that program area. 

Ms Martel: Are you confident as well that you have 
the staff, the human resources in place to fully implement 
this strategy? Part of the problem the auditor identified 
with the 1996 strategy was that it was a great document 
but never implemented. We haven’t seen full imple- 
mentation of this yet. You’ve got a test. Through that 
testing, did you identify that you need more human 
resources to be sure it can be fully implemented? 

Mr Munro: We’re not fully there yet. Their capacity 
issue does come out, because you measure the amount of 
scientific capability you’ve got to deliver on the project 
needs. Recognizing that the list will always be longer 
than any size of organization can fulfill, we’ve entered 
into the partnership arrangement to help satisfy that, 
knowing full well we needed to do that. That’s not 
unique to forests either; we’re doing that across all our 
science disciplines. 

Ms Martel: Just so I’m clear, though, it’s safe to 
say—and I don’t want to take you out of context—that at 
this point you can’t be clear you would have, internally at 
MNR, in any event, the staffing to fully implement the 
strategy. You would have to rely on partnerships. 

Mr Munro: The strategy itself is a process to estab- 
lish the science that needs to be done. Yes, we can imple- 
ment the strategy; I have full confidence. As a matter of 
fact, the way the strategy is designed, using Web-based 
technology, reduces the workload on individuals to chase 
money through NSERC or other granting agencies and 
whatnot to partner with MNR money, because it creates a 
structure within which the priorities of MNR for its 
science are clear. It’s process-based, using Web-based 
technology etc. So I’m never worried about the strategy 
itself. 

Ms Martel: It’s the projects themselves. 

Mr Munro: And, as I said, a list of science needs is 
always going to be far greater than any ministry’s ca- 
pability to deliver. We will always maintain the capabil- 
ity to deliver the core needs of our business areas, and we 
believe we’ll be able to do that. 
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Ms Martel: What portion of the projects would be— 
maybe this is too hard to sort out, but if you’ve got a test 
in place, what portion of the projects right now would 
have been just for this fiscal year versus multi-year, 
where you would have to be allocating additional staff 
resources now to complete those projects? Can you make 
that judgment? 

Mr Munro: It’s hard to judge specifically. I’m loath 
to give you a number. It’s fair to say that most science 
projects are longer than a single year. 

Ms Martel: And it would be the same with staffing as 
in monetary value. For example, I take it you would have 
a small number of projects that could be completed in a 
single fiscal year; many other projects you’re going to be 
tracking require a multi-year commitment as well. 

Mr Munro: They do, and that’s part of why we have 
in the system an annual review to make sure— 
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Ms Martel: You have the money. 

Mr Munro: Not just to have money, but that the 
annual investment is still pertinent. If things have 
changed, if new knowledge becomes available and we no 
longer need to pursue that because one of our colleagues 
has answered the question, we’re not going to continue to 
spend money on the project just because we started it. So 
we will review the portfolio of projects annually to 
ensure we’re making the best strategic investment we 
can. 
Ms Martel: At what point would you be able, through 
this process, to assess your human needs? Is the model 
complex enough that those types of things can be 
identified for you? 

Mr Munro: Yes. 

Ms Martel: For example, as you move to the full 
scale this year, because you’re in that budgetary process 
right now, if you start to look at those projects and the 
human resources attached, that would probably change 
some of the decisions you’ll be making, just based on 
whether you have the fiscal resources to get it off the 
ground and the human resources to make it happen. 

Mr Munro: That’s right. I classify this, and continue 
to classify it, as a decision support system. It doesn’t 
make decisions for us; it supports the decision-making 
that’s necessary. In that context, we will always have a 
portfolio of projects that is greater than the base budget 
of MNR or any other ministry, because there are always 
going to be additional questions for which we want to 
eventually get answers, hence the reason we entered the 
partnership arena. 

Ms Martel: Would you be making revisions to the 
portfolio now, based on what you know about resources, 
both financial and human? 

Mr Munro: We have to bring the two together, and 
that will happen in the month of March, prior to entering 
the next fiscal year: the needs from the program areas 
and the resources available to do it, both internal and 
external in our partnership arrangements, to see what 
kind of portfolio of projects we can undertake collect- 
ively. 

Mrs Julia Munro (York North): I have a couple of 
questions that are really very general in nature, but I 
thought I’d take this opportunity to ask. One of the things 
I wonder whether you could clarify for me is the differ- 
ence between MNR’s responsibilities, particularly in the 
fish side of fish and wildlife, and the jurisdiction the 
federal government has in Fisheries and Oceans. Can you 
explain in layman’s terms your responsibility as opposed 
to theirs? 

Mr Munro: I should say at the outset that the actual 
responsibility within MNR for the establishment of fish 
and wildlife responsibilities—fisheries was your ques- 
tion—is not within the purview of this division. It be- 
longs to the natural resources management division, and 
they carry responsibility for the legislation and the regu- 
lations. However, working as closely with it as we do, I 
think I can give you a reasonable layman’s answer. In 
that context, I’d be happy to respond. 


The simple split is that the main coast issues of this 
country, the Great Lakes and the major arteries generally 
tend to fall to the Department of Fisheries and Oceans. 
When we get into the inland lakes and the watersheds 
feeding the Great Lakes, we have a role to play. As a 
result, we end up having a role to play on the Great Lakes 
as well. That’s where the two come together. But it is 
federal legislation that can be violated in shoreline 
construction and that kind of thing where fisheries habitat 
is damaged, and so we have a relationship with the 
federal government in terms of their taking action when it 
is identified by one of our plans that damage to fisheries 
habitat would ensue. There is a collaborative working 
relationship at all times, but the lines kind of split the 
way I’ve described. But inland lakes are ours. 


Mrs Munro: OK, thank you. As a member 
representing an inland lake shoreline, I’m conscious of 
the fact there often seems to be some confusion over this, 
which is why I thought I’d take the opportunity to ask. 


The other question I have is again sort of generic. 
When you were talking about the work that has been 
done with this forest science strategy, you made 
reference to the fact that the projects, as I understand, 
have to conform to or be in collaboration with the 
business side of forestry. As you go forward looking at 
the projects that would be deemed appropriate for the fish 
and wildlife side, is there a difference in strategy between 
what you would see as appropriate activities at the 
science level in fish and wildlife as opposed to forestry? I 
don’t know if I’ve made that very clear. 


Mr Munro: Let me give you an example; this may be 
a better way of answering the question. One of the 
criteria we have is how the given project will meet the 
legislative or policy needs, the strategic objectives of the 
ministry’s program. When you take that as the criterion, 
if you go into the forest world, you’re going to talk about 
a sustainable wood supply, wildlife habitat, all the things 
we need to get as a product of managing the forest. If you 
take the same criteria and go over to the fish and wildlife 
side, you’re going to talk about sustainable fish popu- 
lations, fish availability for angling and commercial 
fisheries, not disturbing fisheries habitat etc. So the cri- 
terion “Does it meet the strategic objectives of the pro- 
gram?” is easily translatable from one to the other. But 
how you would measure it specifically in working with 
the business area would obviously differ based on the dif- 
ferent science that’s necessary to support that program. 

Mrs Munro: I think that really demonstrates the point 
you were making earlier about the fact that this work that 
has been done then has the ability to be a working docu- 
ment as you move into the second phase. 

The Chair: Mr Maves. 

Mr Bart Maves (Niagara Falls): First of all, congrat- 
ulations on acting upon so many of the auditor’s recom- 
mendations and bringing in some new systems respecting 
the comments made by the auditor. Quite often we have 
ministries come in and say, “We really appreciate the 
auditor’s work and agree with his recommendations,” 
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and then fail to follow up on those recommendations. So 
my congratulations to you for that. 

Previously, it seems a lot of our processes have been a 
little more ad hoc, and through the minister’s report now 
you’ve got more concrete measures for your programs; 
for instance, how and when to measure and exactly how 
you do those measurements. I understand you’re imple- 
menting that in the forest sector and, through your 
comments with Ms Martel, in fish and wildlife. Would 
you say those more concrete measures and that more 
defined checklist came directly as a result of the provin- 
. cial government’s report? 

Mr Munro: Yes, and our own recognition of the need 
for it. As the deputy was indicating, some of the thinking 
around getting a better working relationship between 
those who provide the science support to a program and 
those who are driving the policy and program in response 
to other needs was recognized as something that had to 
be brought closer together, and this strategy helps do that 
as well. So in large part it’s driven by the auditor’s 
recommendations, yes, but it’s supported by where the 
ministry recognized it needed to go. 
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Mr Maves: I’m not clear: did the auditor recommend 
that that same type of system be implemented for fish 
and wildlife or just forestry, but you’ ve seen the merits of 
it and decided to adopt it for fish and wildlife? 

Mr Munro: My interpretation of the auditor’s 
remarks was that they were to the science portfolio itself. 
So if the ministry found itself in a situation where it 
needed to go into a brand new area of science at some 
point in the future, the expectation would be that a 
similar system with the same rigour would be applied. 
That’s certainly our intent. 


Mr Maves: You talked about the science strategy 
calling for the use of partnerships, and the members have 
all talked a little about the use of partnerships. How long, 
actually, has the ministry been entering these types of 
partnerships? It’s not just a new thing. Is it something 
that’s been going on? 

Mr Munro: You’re correct; it’s not new. We’ve been 
entering partnerships all along. What we’ve done, 
though, is stepped up the attention we pay and the man- 
agement rigour that’s applied. By that I mean we aren’t 
encouraging an individual scientist to walk across the 
parking lot, as in the description I made of the two labs 
side by side in Sault Ste Marie, but rather we have the 
two management committees looking consciously for 
areas of common priority, looking to apply in a collabor- 
ative fashion the resources we each bring to the science 
agenda. That has happened in the past, but in a more ad 
hoc fashion, where it was in the interest of a given 
director of science or director of a given portfolio of the 
science to do that. What we’ve done is brought the two 
organizations together in a more formal fashion. We even 
have in place a committee structure where we annually 
pull together all the priorities we have and look for areas 
of commonality and then structure the partnerships 


accordingly. We’ve done the same with the major forest 
industry players and other interested groups. 

Mr Maves: You mentioned the union of forest 
research organizations— 

Mr Munro: It’s called IUFRO, the International 
Union of Forest Research Organizations. 

Mr Maves: —which brings to mind a question: how 
does the system we’re now operating—you said you got 
praise for it at that group—compare with other juris- 
dictions, for instance, other provinces? 

Mr Munro: You heard the deputy speak of a piece of 
software called ProGrid. ProGrid is used as a tool by a 
number of organizations, not just in forest science but in 
science. While it started in North America, it’s rapidly 
becoming worldwide. There is what is called a ProGrid 
users’ group. That’s where they get together once a year 
and say, “What have you learned? How did it work for 
you?” and that kind of discussion. We have been invited 
to that users’ group last year and for the year coming and, 
simply put, we’ve been given strong accolades from our 
colleagues who are also using it, because we’ ve taken it 
one step beyond. We’ve added the front end I was 
speaking of earlier, about the theme groups, the tight link 
to the business area, and making sure that relevancy 
column of criteria is well and truly established. 

Most others have used it for a granting structure, so 
they already have set the purposes for which the grant 
has been established when the grant is established. As an 
example, NSERC, the Natural Sciences and Engineering 
Research Council of the federal government, has its 
money allocated by functioning groups of priorities. So 
all they did was take ProGrid as the tool to crank through 
the priorities. What we’ ve done is put that front end on it, 
where annually you review the priorities and adjust, 
recognizing that in a dynamic organization like a provin- 
cial government, where you’re working on the ground, 
you have changing priorities all the time. Things will 
become more important; things will be solved and there- 
fore be less important from a science perspective because 
they’re already being implemented. So with that dynamic 
change on the front end, and integrating that with the 
priority-setting process, we were given accolades by that 
group. 

Mr Maves: Was ProGrid developed by our ministry? 
Who actually developed ProGrid? 

Mr Munro: They like to call themselves the science 
mafia of Canada. It’s actually a small group of people 
who—the principle came out of the aerospace industry in 
Canada, the group that developed the Canadarm. They 
now have set up a consulting company—because they 
wrote this software. It was written primarily for the 
allocation of money in a granting style, as I described, 
and then they work with us to mature it for these other 
uses. We’ve been emulated already; Forest Renewal BC, 
British Columbia, has taken the system we’ve developed 
and, with permission from Ontario, has applied it with 
very little adjustment. 

Mr Maves: One last general question, and it’s a very 
subjective one. How would you gauge the relationship 
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right now between your ministry and some of the forest 
companies, for example, in Ontario with regard to 
science and their understanding for the needs of science? 


Mr Munro: We have put in place what we call the 
managers’ forum. It’s just the people who are responsible 
in the forest companies for their interest in the question, 
“How do we mature the way we manage the forest on 
behalf of the ministry under our licence?” They are 
woodlands managers or vice-presidents of woodlands, 
that kind of level in the organization. We get together 
about two or three times a year. It’s a very collegial 
relationship. They come to the table with cash. They 
recognize they don’t have the science expertise them- 
selves. They’re interested in entering into partnerships 
with us using this system because they understand that 
the priorities get ferreted out. We do the same thing as I 
described with the Canadian Forest Service with them— 
“What are your priorities? How do they overlap with 
what the ministry’s mandate is?”—find the areas of 
common interest and work together. 


The Chair: Anyone else on the government side? No? 
Mr Ramsay. 


Mr Ramsay: I’d like to address my questions to Mr 
Munro. I’m glad I took that break. It gave my colleague 
Richard Patten and me a little chance to go through the 
forest strategy paper that you handed us. I’m a little 
shocked by it because it seems to run a little contrary to 
some of the answers that you were giving me. I was ask- 
ing you specifically, would the lack of resources or the 
cuts in personnel have anything to do with the change 
from the 1996 direction to now, and you seemed to imply 
that, no, the priorities had changed. Yet when I look at 
this, and just for the little time that Richard and I have 
been able to look at it, it seems like a cry for help from 
the ministry. All over the place there are admissions that 
there are insufficient resources, both monetary and per- 
sonnel, to do the job that the scientists in your ministry 
believe is needed. 


On page 17, “Human Resources: MNR’s S&T person- 
nel resources are deficient in several areas. Presently 
there is insufficient critical mass in key research areas. 
For example, there is a need to provide strong social and 
economic research in support of sustainability goals. 
There is also a shortage of technical and administrative 
S&T support staff. Downsizing and reorganization direc- 
tives over the past decade have eroded MNR’s corporate 
science capacity and have discouraged the recruitment of 
new, younger expertise. Coupled with fiscal restraint 
realities, S&T staff have been unable to expand their net- 
work and interactions with colleagues in other provinces 
and internationally. In total, these conditions have created 
a suboptimal working environment where resources and 
opportunities are low and attitudes edge on apathetic.” 


I must congratulate you for the frankness of some of 
these statements. I look at page 35, which I guess gets 
pretty serious about the legal needs of science because of 
your legislative mandate, and it basically spells those out. 
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On the next page, 36, “Status of EA Science T&Cs”— 
terms and conditions—‘A considerable reduction in 
program funding and staffing for the science T&Cs has 
occurred over the past four years in accordance with the 
government’s objectives for deficit reduction and 
reduced spending. Consequently, the resources originally 
planned for each of the programs has not been main- 
tained. Nevertheless, MNR is obliged to meet EA act 
requirements and deliver science programs that, at a 
minimum, satisfy the wording in each science T&C.” 

The ministry says that you feel you’ve got enough 
here to do the very minimum, but it says, “With the 
growing trend towards litigation, MNR’s programs may 
be legally challenged. Questions on how well MNR’s 
science programs comply with the timber class EA 
approval may be ultimately decided in a court of law.” 

That seems pretty serious. 

Mr Munro: Can I speak to those observations? 
They’re in here because facts are facts. The truth of the 
response I gave was, though, that this strategy was 
designed to overcome that scenario. As it says, in terms 
of the EA, we believe we’ll be meeting the requirements, 
and we’|l be testing that through the review of the timber 
class EA. We believe we’ll be there. But this strategy 
was specifically designed to ferret out the specific prior- 
ities that must be met and make sure that we do have the 
resources allocated to them. 

I don’t mean to imply for a minute that the size of the 
science program today is the same as it was in 1998. It’s 
not. The figures that I will provide to you, Ms Martel, 
will show that. But the strategy has overcome that scen- 
ario and has been specifically designed so that we con- 
centrate our efforts, both the ones from the internal 
resources and the ones through our partnerships, so that 
we do meet legal and required priorities of, in this case, 
the forest program. 

If I led you to believe that we were operating on a 
premise that everything was rosy and we had the same 
resources we had before, then I misled you, and that was 
not my intent. But that is the basis upon which the 
strategy has been built so we can meet our obligations. 

Mr Ramsay: Continuing along this line, from page 
38, section 5.2.2, “Changes in Science Funding,” it says, 
“The reduction in science funding initiated in 1996 repre- 
sents the largest contextual driver for this strategy now 
and for the foreseeable future.” So yes, that confirms 
what you’re saying. 

On page 39, section 5.2.3: 

“Capacity: Overall budget reductions have eroded 
MNR’s capacity to deal with many critical uncertainties 
about sustainable forest management. The actual capacity 
reduction can be estimated on the basis of differential 
funding since 1996 but this would not provide a complete 
picture.” It talks about some overall science funding of 
the government and synergies between other ministries, 
etc. 

It goes on in the next paragraph: “There has been a 
severe reduction in overall capacity to conduct science 
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and transfer activities...” I take it that’s the implemen- 
tation of the science in the field. Is that what a transfer 
activity is? 

Mr Munro: Yes, taking the new knowledge as it has 
been created and applying it in the field. 

Mr Ramsay: “This reduction has affected research 
activities but it has been equally devastating to transfer 
activities. Staff normally devoted to transfer both formal- 
ly through conducting courses, workshops, etc have been 
confined to assisting with the MNR priorities such as 
Lands for Life and judicial review. Consequently, the 
capacity for day-to-day transfer activities, particularly 
with the forest industry, is much reduced.” 

What are the consequences of that? 

Mr Munro: If left alone, we would be in non-com- 
pliance and we would not provide our business areas with 
the information and knowledge they need to do their job. 
Again, this is the platform upon which this strategy was 
built and part of the reason why we went to a full-blown 
science strategy, to figure out how we could get where 
we needed to get. This is a leading-edge piece of work, as 
recognized in the scientific community. I have every 
confidence we will overcome those dramatic statements 
in our delivery. The proof of the pudding will be in the 
delivery, absolutely, and will be measured in a quasi- 
legal environment with the timber EA review on that 
particular piece of work, as you know. I have every 
confidence we will have risen to the occasion. The 
strategy is specifically designed to overcome those dra- 
matic changes that are described. 

Mr Ramsay: But you do state in here that there is the 
possibility that whether you’re in compliance or not may 
be decided in a court of law. The authors of this report 
are not as confident that you may meet those legal obli- 
gations. 

Mr Munro: Recognizing that this was written as the 
platform upon which we needed to write a strategy to get 
there, not as the result of the development of the strategy. 

Mr Ramsay: So there are obviously the legal obli- 
gations under the legislation that you act under, and 
that’s one thing. It goes on at page 41, and it’s something 
that I’m familiar with, coming from an agricultural back- 
ground. You use OMAFRA as the example, that we’re 
not investing in the science to get the optimum, if you 
will, efficiencies and productivity from our forest 
industry. 

OMAFRA has always had the sense that the more they 
invest in R&D, the more productive our farmers would 
be in this province, and the research that OMAFRA has 
funded, some internally, some through the University of 
Guelph, has proven that. In pork research and other areas 
we seem to be the leaders and this is what makes our 
farmers in Ontario so productive and very competitive 
and used as an example. 

Obviously the mindset isn’t there with the Ontario 
government that we’ ve got to do the same with our forest 
industry and that the government needs to be a leader. 
I’m sort of paraphrasing what’s being said here. The last 
sentence there in that paragraph is, “Only a significant 


investment in knowledge will realize these expectations,” 
referring to enhancing productivity. That’s going to be 
very important, especially with the pressures from vari- 
ous groups about the way we use our forests. So our 
science is going to become more and more important to 
do a better job, to satisfy all the demands out there about 
how we use our forests. 

Mr Munro: One significant difference between 
OMAFRA and MNR is MNR has stewardship respon- 
sibility for crown land; OMAFRA is functioning on pri- 
vate land, functioning in terms of providing their science 
to a private landowner who is in a production environ- 
ment. If our science was to support only the forest indus- 
try and to only do the one thing—increase productivity 
on the ground—lI think the parallels would be more easily 
implemented. 

The truth of the matter is we have to balance that 
increased productivity with the other values that the 
public of Ontario wants from their forests and that in a 
true, sustainable environment are legitimate parts of the 
forested ecosystem that we need to ensure are main- 
tained, everything from protected areas to habitat to 
aesthetic areas in the province. 

I think our forest science does require a significant in- 
vestment if it were going to go to that OMAFRA equiva- 
lent. Article 5 of the Ontario Forest Accord is where 
we’ ve turned to get that investment and it is through the 
partnership arrangements I’ve been speaking about part 
of this morning. We do have significant resources being 
partnered with us to meet these objectives, with the forest 
industry putting some significant dollars on the table, and 
some of our other partners. 

I guess I would respond by suggesting that the agenda 
is a little different and that we do have to do more than 
just the increased productivity, but increased productivity 
is one of our directions and we are working on that in 
collaboration with our partners, again using this strategy 
as the tool to ferret out the priority areas of investment. 

Mr Ramsay: That’s exactly the point. Section 5.2.5 
talks about science as an investment. That seems to be 
the cultural difference between what’s happening now, 
because of your funding pressures and, I take it, from 
what you and your branch would like to see. It says, “A 
prevailing notion throughout the strategy analysis was 
one in which S&T is seen as a cost to and not an invest- 
ment in the management of natural resources.” I guess 
that’s the difference. “This view undoubtedly influences 
the ongoing decisions to reduce S&T budgets. Ironically, 
this perspective is not however shared by broader gov- 
ernment science and technology funding initiatives, nor 
is it the same in other jurisdictions.” Then you give 
Alberta as an example, which “has decided to increase 
their investment in forest-related S&T in order to in- 
crease forest sector outputs for a broad range of eco- 
nomic and ecological products.” 
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Obviously you’re in a tough position here. On the one 
hand the scientists in your branch want to see more 
investment in this and give some valid reasons. I under- 
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stand your job; you work for the government and you 
have to defend the policy. But I’d just say to you that 
you’ve got an advocate here. We need to be pushing for 
more of this and I’ll be doing my part in doing that. I 
think we need to have more money dedicated to this, not 
only for our legal responsibilities but for increased output 
and productivity for a greatly diminishing resource. So 
we have to do better with less. 

If anybody wants to have a finishing comment, that’s 
fine, or I’ll leave it there. 

The Chair: Any questions? 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Yes. I was looking through your document and I 
was just wondering, MNR used to operate around the pits 
and quarries act, and then that was handed out to private 
enterprise. What role does MNR play in that now? 

Mr Munro: There is nothing in the science piece. The 
pits and quarries is more of an allocation, I believe. 
That’s not an area within my purview. 

Mr Burke: I don’t believe there was anything raised 
in the auditor’s material with respect to that, but I can 
certainly get back to you to more specifically answer the 
question that you’ ve raised. 

I know we work with industry with respect to pits and 
quarries. I’m not aware that we’ ve transferred anything to 
them in particular. We still work with them, we still do 
the allocations, and so on. 

Mr Cleary: This is an issue in rural Ontario, in my 
part of Ontario. Sometimes we have a difficult time get- 
ting answers, so I thought I would just throw it out there 
at this time. 

The other thing I was wondering about, and I suppose 
it’s not in here, is the beaver control. Are there any part- 
nerships that you’re putting together on beaver control? I 
know it used to be an MNR problem. It’s a big issue in 
the agricultural community. I was just wondering if there 
are any partnerships or anything there. 

Right now it’s in the hands of the municipalities, 
which I think is unfair, because if you look back, for as 
many years as I can remember, the beavers were brought 
in there by MNR and now they’ ve left us with all of the 
problem. 

Mr Burke: Again, I don’t have any material nor do I 
recall anything with respect to a problem with that, but I 
can certainly check and get back to you. 

Mr Cleary: I can sure give you some problems if you 
want them directed to you. 

The Chair: Anything else, Mr Cleary? 

Mr Cleary: Sure. The other thing, under fish and 
wildlife—and I don’t know whether it’s federal or 
provincial—where you have licensed people who net fish 
in eastern Ontario and they are allowed to net in spawn- 
ing times; namely perch, Lake St Francis. That’s a big 
issue. I’ve had the fish and game clubs after me contin- 
uously about that. A federal or provincial problem? 

Mr Burke: If it’s an inland lake, it would be ours. 

Mr Cleary: I think it’s yours, then. I just had to get 
that on the record because I’ve had the fish and game 


clubs after me for years about these licensed people who 
fish, especially in spawning time. 

The Chair: Ms Martel? 

Ms Martel: I asked you earlier on for some statistics 
and I’m going to expand my list for you. I asked specific- 
ally for fiscal years beginning 1998-99. I wonder if you 
can provide us with the same details—manpower, budget 
and projects and the value of the projects—but for fiscal 
year 1995-96 and fiscal 1996-97. The auditor has already 
provided us with 1997-98; it’s the one we do have 
already. If you could give me the two front-end fiscal 
years and similar information, that would be helpful. 

Can I ask about the staffing complement in the divi- 
sion itself? The auditor said about 500 people in 1997-98, 
and you’ll update those statistics for us. Is the general 
complement, then, scientists? Do you have a number of 
categories of scientists? Are there technical people who 
are not scientists, and an administrative staff? Can you 
give me a profile of the staffing complement in the 
division? 

Mr McKee: The division is the science and infor- 
mation resources division. One of the branches is the 
science branch. Another branch is under Frank Ken- 
nedy’s leadership, which is science and information, and 
that’s focusing more on knowledge management and the 
integration of those components. There is an information 
management branch which is focusing around the core 
information management things—architecture, planning, 
standards etc—and there is a small IT organization to 
look after the infrastructure. 

Ms Martel: I think you’ve mentioned four branches 
within the division itself. 

Mr McKee: Yes. 

Ms Martel: Which branch has the biggest comple- 
ment? Would it be the science development and transfer 
branch? 

Mr McKee: Yes. 

Mr Munro: The science development and transfer 
branch itself, though, has matured into the two new 
branches of applied research and development and 
science and information, which is why Mr Kennedy and I 
are both here. 

Ms Martel: What I’d be interested in is the comple- 
ment of scientists—or I don’t know if they’re scientists 
and technicians; I’m not sure which term you use to 
define them—the individuals MNR has who are actually 
doing the project work, research etc. I’d be interested in 
those numbers. I’m not sure: were you going to respond, 
Mr Munro, or do you want me to keep going? 

Mr Munro: I was going to identify them for you. We 
have research scientists, we have technicians and we 
have what we call field specialists. They are made up of 
people who are biologists and foresters, predominantly, 
who function in that role that you describe. So that’s the 
sort of response you’ll be getting. 

Ms Martel: Can you give those numbers to me as 
well over the period that I asked? Is that a possibility or 
is it too difficult to break that down? 
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Mr Munro: The question you ask may drag the time 
out a little bit by which we’re able to get you the answer, 
but we will get you the answer. 

Ms Martel: I don’t know if we’ll be back here this 
afternoon, but if you can get the other portions to me and 
then that comes later, that would be fine. 

In terms of the strategy itself, because I haven’t had a 
chance to look at the document, how do you guarantee 
that the user’s views are implemented in setting the 
priorities and then guarantee that they’re involved in the 
post-evaluation to determine the success of the project or 
how valuable or useful it was? 

Mr Munro: What we’ve done is have the forest 
division senior staff, the field services division and the 
science and information resources division work together 
to co-lead each of the theme groups. 

If we talk about a specific one, we’ll have questions 
being raised by the forest division staff, who are the 
policy and program staff. They know what’s required at 
the provincial level in terms of where the forest program 
is going. We also have people coming out of the individ- 
ual districts who are implementing it on the ground, who 
are working day by day with the forest companies. They 
too have issues or concerns there at the table. Then you 
have the science staff at the table who say, “We already 
know the answers to these three questions,” because of 
the scientific knowledge they hold. “The next question is 
the fourth one.” So the three perspectives work together 
to develop the strategic approach around each theme 
area. That way they stay tightly linked to the business 
area’s needs at both the policy program development 
level and the field implementation level. 


Ms Martel: I think I understand that. Maybe I should 
have been more specific and asked about users as stake- 
holders—the forest industry, Tembec representatives: 
Did this project make any sense or not, given the project 
you’ ve already described, on the side of fish and wildlife, 
OFAH etc? 


Are those coming through the district level, then? 

Mr Munro: They are, unless we’re entering into a 
structured partnership with them. Then they may help us 
co-write the proposal. 

Ms Martel: So they’ll do it directly. 


Mr Munro: It will depend on whether it’s just general 
input on, “What are the priorities around this area?” or 
whether it’s trying to drive, in a partnership environment, 
to a specific objective. Both are possible in the way 
we’ ve got it structured. 

Ms Martel: In terms of the pilot that you ran, those 
user groups were part of that pilot as well in terms of 
their views being canvassed after the end of last fiscal 
year? 
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Mr Munro: We very actively worked on the partner- 
ship that I described with Tembec and the Canadian 
Forest Service, and had them right in on the discussion of 
the projects and the results. 
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Ms Martel: But you would have done a number of 
other projects. How many projects did you actually test, 
then, through the fiscal year? 

Mr Munro: What we called the beta test was only 
nine projects, I think. The operational trial was 37, or 
something like that. So it was a full portfolio of project 
activity. 

Ms Martel: If you looked at the 37, would you see 
that affected users had their views canvassed at the end 
of that for evaluation, or is the problem that some of 
these will be multi-year, so there isn’t any point right 
now in talking to them? 

Mr Munro: Yes. We’re not closed off yet. Most of 
those projects are still part of the ongoing evaluation for 
the upcoming budget year, because they are multi-year 
projects. 

Ms Martel: I haven’t had a chance to look at the 
document, and I appreciated the comments that Mr 
Ramsay put on the table in terms of human resources, 
because clearly I think where he was heading in his first 
round of questions was to determine if the reason the 
1996 strategic plan had to be changed was because there 
wasn’t the staff to implement it. I think that’s probably 
the thought that some of us had on this side of the room. 

There’s no doubt that you have now developed a 
Strategy that you feel confident will deliver on your 
obligations and your responsibilities. I come at it from a 
different way. My question to you is, when you cut your 
science budget—and we know there have been cuts; 
you’ ve identified that, and we’re going to see how large 
those were—and when you cut your scientific projects, at 
what point do you then put the sustainability of our fish 
and wildlife and forestry resources at risk, and have we 
hit that point? It’s one thing for the ministry to develop a 
strategy to try to live within the constraints you have, and 
I think that’s what you’ ve tried to do, but there’s a whole 
other matter of whether now living within those con- 
straints really means we have hit the point where we are 
putting those resources at risk. Can you comment on 
where you think we are now with respect to those really 
important items? 

Mr Munro: Boy, that’s a $64-million question, isn’t 
ite 

The sustainability of resources in Ontario, sticking 
with the example of forest resources because of the area 
and the document we’re discussing, is characterized by a 
very structured requirement in our forest management 
planning process. If you take a look at the forest manage- 
ment planning manual, you’ll find that there are 14 indi- 
cators of sustainability that each and every forest man- 
agement plan author must satisfy. Then and only then 
will the ministry sign off on that plan, making the oper- 
ational implementation of that plan a legal situation. 

Have we eroded that? No, I don’t believe we have. 
Are there more criteria out there as we learn more and 
more about forests? Yes. At some point in the future, the 
14 indicators may mature into something else. As we 
gain more knowledge about the forest and about how the 
forest ecosystem behaves in response to both natural and 
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man-caused disturbance, we will continue to refine our 
measures of sustainability. It’s in the adaptive nature of 
learning more about the forest and then implementing 
that that science comes to the fore. As we understand it 
today, as we have it in documentation today, we are 
implementing a sustainable forest management program, 
yes. 

Ms Martel: But at one level the government has been 
incapable of even meeting the terms and conditions. I set 
aside 77, which deals with aboriginal people’s concerns. 
If I look at your obligation to table annually reports with 
respect to forest sustainability, I would bet that you don’t 
have 1999-2000 tabled, and I’d be surprised if you had 
1998-99 tabled. I think the last set of documents that we 
looked at, albeit it was probably four or five months ago, 
was a report from 1996-97. The ministry has an obliga- 
tion now to provide information with respect to the state 
of the forest, annual reports, and you have not been able 
to meet those. Maybe, Deputy, you can tell us when the 
last set was tabled, because they were not current. 

Mr Burke: Well, you’re correct: we certainly were 
behind the time of appropriate tabling some time ago. It 
was pointed out to us both by the auditor as well as the 
Environmental Commissioner. 

I can tell you today that we have tabled 1997-98—1t is 
now formally tabled—and 1998-99 has been signed off. 
It is going through the regular committee process and we 
expect to see it tabled, if everything goes according to 
Hoyle, within the next week to 10 days. Of course, 1999- 
2000 will be produced probably before the end of this 
year. What we chose to undertake or what we’ve indi- 
cated we would do is table them no later than 18 months 
after the completion of that fiscal year period. Of course, 
that won’t be until some time later. I think October of 
this year would be 18 months after the 1999-2000. 

_Ms Martel: Can you tell us why there’s been such a 
delay? This has been an ongoing problem from the time 
the T&Cs were actually developed and accepted. There 
was never a report that was tabled on time and we still, as 
you said, are experiencing a significant delay. These are 
really important indicators about the state of our forests, 
and because they then become public documents, that 
makes them even more important so that people who 
have a concern, whether it be in the forest industry or the 
environmental community, have some baseline to work 
with. I think it’s significant that the ministry has not been 
able to get even that out the door in terms of telling 
people very publicly what the situation 1S. 

Mr Burke: I think one of the reasons behind them 
being delayed is waiting basically for reporting material. 
We expected material and information from the forest 
industry, from companies. As you know, MNR is very 
decentralized and has many district offices. Much of that 
material and information had to be compiled, so through 
that. It was also somewhat of a new process for us, and I 
think we had a hard time getting ourselves straightened 
out as to how we would collect the material, the extent of 
the material that was needed in order to fulfill the 
requirements under the tabling documents, and so on. 


I can tell you today, I think we’ve got it right. I don’t 
think we got off to a great start, and I do admit that, but I 
think we do have it right today and IJ expect to see regular 
on-time reporting from this point on. 

The Chair: It’s 12 o’clock. Any further questions 
from the government members? 

Ms Marilyn Mushinski (Scarborough Centre): No, 
Chair. 

The Chair: There will not be a need, then, for us to 
return at 1:30 this afternoon. We look forward to your 
meeting with us tomorrow on the forest management 
issue, although to some extent that has been dealt with 
today as well, but we’ll get into that further tomorrow. 

Mr Richard Patten (Ottawa Centre): Mr Chair, I'd 
just like to know: this James Baker, that’s not the 
evangelist Jim Bakker, is it? 

Interjections. 

The Chair: Thank you very much for attending here 
today, then, and we’ll see you tomorrow. 


SUBCOMMITTEE REPORT 


The Chair: As agreed to earlier, we'll now deal with 
the subcommittee report on committee business. Would 
somebody who is on the subcommittee read it into the 
record, please? 

Mr Patten: The motion is, I move that the Provincial 
Auditor be— 

The Chair: No, the subcommittee report itself. 

Mr Patten: Your subcommittee on committee busi- 
ness met on Wednesday, February 28, 2001, and recom- 
mends the following: 

(1) That the motion of Mr Sergio be dealt with, with 
certain amendments, by the committee today, February 
28, 2001, directly following the morning session. 

(2) That the Chair meet with Mr Burgess and report 
back to the committee at a later date. 

(3) That the Agricorp report will be dealt with on the 
afternoon of Monday, March 5, 2001, if time permits. 

The Chair: Is there any discussion on the report to the 
committee? If not, I’m going to call for a vote on that. 

All those in favour of the committee report? Opposed? 
Carried. 

Items 2 and 3 speak for themselves. If we could return 
then to item 1, which is the actual motion. Ms McLeod. 

Mrs Lyn McLeod (Thunder Bay-Atikokan: I 
appreciate receiving notice that the motion would be 
dealt with today. I'll just take a very brief moment— 
because the people around the table have changed from 
the time this motion was originally tabled—to give a very 
brief history. 

I had originally presented the motion when we were 
dealing with health issues at the public accounts commit- 
tee and I was sitting as a member of the committee. In 
fairness to the committee, the motion came without 
notice and caught people by surprise, so it was not sup- 
ported that day. Subsequent to the meeting, the Premier 
was asked whether or not he was supportive of the notion 
of a value-for-money audit, and he certainly indicated 
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that he would welcome a value-for-money audit, includ- 
ing in relationship to the issue of Cancer Care Ontario’s 
establishment of the private clinic for radiation therapy. 
1200 

Mr Sergio did present the motion again to committee. 
It was indicated by the committee vote at that time that it 
would be deferred for further consideration. I hope that 
the committee would consider it favourably. I do believe 
it’s one of the ways in which we can really examine 
whether there is a cost benefit to having established this 
new radiation therapy clinic in a private centre rather 
than having Cancer Care Ontario run the clinic itself. 
That is the sole purpose of the motion and something 
which the auditor has assured me is well within his 
purview. 

I believe the auditor may have suggested that the 
motion include a recommendation that the auditor report 
back to the public accounts committee within a period of 
time. So if one of my colleagues would consider a friend- 
ly amendment to the motion, I think that would be very 
appropriate. 

The Chair: Just for the record, although I think it’s 
already on the record, the motion as presented reads as 
follows: 

“IT move that the Provincial Auditor be asked to 
investigate the value-for-money aspects of the decision 
by Cancer Care Ontario to provide after-hours radiation 
therapy through a private clinic rather than in-house.” 

That’s the motion as it stands. I understand there may 
be some amendments to that. Mrs Munro, are you pre- 
pared to deal with the amendment that you indicated you 
might move earlier? 

Mrs Munro: Yes. I have a couple of concerns, includ- 
ing those that were raised by the auditor in our previous 
conversation in the subcommittee, and I certainly want to 
address a couple of the concerns that he has suggested to 
us. 

I'd like to begin our conversation on this with the 
wording as it stands with respect to “the decision” in the 
second line. I’m just wondering whether we might 
consider instead “the policy,” because it’s really not the 
decision that I think is the issue here; it’s the question of 
the policy. I’m wondering if the auditor might also com- 
ment on that in that it seems to me consistent with the 
kind of work that is normally done by the auditor, that he 
is commenting on policy as opposed to what’s implied 
here in “decision.” 

The Chair: Basically, your amendment would be to 
strike out the word “decision” and insert the word 
“policy.” Mr Peters, do you have any comments on that? 

Mr Erik Peters: I just want to be abundantly clear: I 
cannot comment on government policy overall, because I 
don’t want to second-guess the government. But if the 
view is that this is just the administrative policy of 
Cancer Care Ontario to privatize, I’m OK. I just want to 
make that distinction. If we are dealing with adminis- 
trative policy, I can deal with it. If it is government 
small-p or big-p policy, I have a problem. If the idea is 
that I can branch further out into any initiatives by the 


government on privatization, like privatization as a 
policy, that’s not within my purview. My purview is the 
administration. 

As it is, I can live with the word “policy” here because 
I would interpret it, and I want you to understand that I 
have to interpret it, as an administrative policy decision 
of Cancer Care Ontario. 

The Chair: Any comments? Mr Maves, is it on this 
issue? 

Mr Maves: No. 

Mrs McLeod: I have a question: in changing the word 
from “decision” to “policy,” it would not restrict you in 
any way from accessing the business details that you 
would need to know to do a value-for-money audit of 
that policy decision? 

Mr Peters: I think the combination of the two words 
would be clearer to me: “...aspects of the policy decision 
by Cancer Care Ontario to provide...” 

The Chair: I see what you’re saying. Do you have 
any problems with that, Ms Munro? In other words, to 
insert the word “policy,” the use of both words there? 

Mrs Munro: | think that’s possible. 

Ms Mushinski: Just one question of the auditor. Mr 
Peters, the motion, as it stands, would imply to me that 
you’re going to be asked to do an audit of something that 
is happening now. This is the potential for Cancer Care 
Ontario to provide after-hours radiation publicly. If Can- 
cer Care Ontario has not been doing that, how are you 
going to do a value-for-money audit? 

Mr Peters: First, I think you’re quite right in pointing 
out that the word “investigate” may have to be replaced 
with the word “audit.” But there are two things. It is an 
audit of the decision. In other words, what we would 
audit at this point is, what is the business plan? What was 
the business decision that drove this, how was it planned 
to be? I probably won’t be able to report back to you how 
it actually worked out at a later stage. That will be at a 
later time, because we’d need to have the performance of 
how they did it. 

Ms Mushinski: OK. That’s fair enough. So you’ll be 
looking at this in exactly the same way that a new 
government initiative may— 

Mr Peters: That’s right. As to how, for example, 
MTO outsourced highway maintenance; that sort of 
thing. 

Ms Mushinski: Right, exactly. 

Mrs Munro: I’m not sure I’m in order, but I was 
going to ask, would that explanation be better served by a 
different wording in terms of what we’re asking you to 
do? 

The Chair: He’s already suggested that the word 
“investigate” be changed to the word “audit.” 

Mrs Munro: Yes, but I’m looking back at the 
“policy” or “decision” thing. In the comment you made a 
moment ago—and I’d like you to repeat it for me if you 
can—on the issue of examining the business plan, is that 
what you suggested in response to Ms Mushinski’s 
question, would you do this in the same way that you 
would do any other? My question is, first of all, if you 
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could repeat exactly what you said, but secondly, 
whether that should not only change the word “investi- 
gate” to “audit,” but also this “decision” or “policy” issue 
that we’re struggling with as well. 

Mr Peters: We’re fine because that is covered by the 
word “aspect.” If we talk about the value-for-money 
aspects of the policy decision, that would very neatly put 
me into the administrative box, if you will, on the policy 
decision. It is a new policy decision. I think that would be 
worked in. 

What I’m pointing out to you is that the main focus of 
my audit would be on the business plan or the business 
case for the decision, as opposed to being on execution or 
whether privatization is a good thing or not. 

Mrs Munro: I guess my question came from the fact 
that that’s what I was looking at when I was looking at 
substituting “decision” and “policy.” So I just wondered 
whether it would be clearer if we referred to the business 
plan for this decision, as opposed to leaving it. You’ve 
suggested that “aspect” is good enough. 

Mr Peters: That would be fair enough, or another 
way—we’re doing words here. But for the moment if we 
take a look and say, “the value-for-money aspects of the 
policy decision,” or take that out altogether: “the value- 
for-money aspects of Cancer Care Ontario providing 
after-hours radiation therapy through a private sector 
clinic.” Whether it’s a policy decision or whatever, it 
would leave that off but it allows me to examine the 
value-for-money aspects of providing the service through 
a private clinic. 
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The Chair: What we would be left with then—and 
somebody else will have to move it—is that it would 
state something to the effect, “That the Provincial Aud- 
itor be asked to audit the value-for-money aspect of Can- 
cer Care Ontario providing after-hours radiation therapy 
through a private clinic rather than in-house.” That’s 
what it would read. 

Mr Maves, are you standing down your request to 
speak? 

Mr Maves: No, my request was to speak to the 
motion. Right now, we’re working on the amendment to 
the motion. 

The Chair: That’s right. 

Mr Maves: Is my request to speak to the motion— 

The Chair: It’s still on the list. Absolutely. 

Mr Maves: Thank you. 

The Chair: There are two other aspects contained in 
the motion: who it is to report back to and by what time? 
The suggested wording is this: “That the Provincial Aud- 
itor be asked to audit and report to the public accounts 
committee within X number of months the value-for- 
money aspect of Cancer Care Ontario providing after- 
hours radiation therapy through a private clinic rather 
than in-house.” 

Mr Ramsay: Just put “as soon as possible.” 

The Chair: As soon as possible. 

Mr Maves, would you like to move an amended 
version of the motion? 


Mr Maves: I won’t move it. I’ll just put it out there 
for the committee’s and the auditor’s consideration. 

The Chair: OK. 

Mr Maves: I move that the Provincial Auditor be 
asked to conduct a value-for-money audit on the policy 
decision by Cancer Care Ontario to provide after-hours 
radiation therapy through a private clinic rather than in- 
house. 

The Chair: And that he report to the public— 

Mr Maves: It leads to further debate when you add 
that, because “as soon as possible” leads to the questions 
I raised last week, and that I raise again today, about the 
auditor and what projects he will defer in order to do this 
audit, and if he doesn’t defer ongoing projects to do this 
audit, what kind of costs is he looking at to undertake this 
audit, in addition to his budgeted audits at this point in 
time, and in lieu of all the audits you have ongoing, when 
would you be able to undertake this audit if you didn’t 
defer any of those? 

Mr Peters: In terms of fully costing it, we would have 
to do a bit of a plan and analysis of what is involved to 
find out what the cost of the audit would be. In terms of 
staff availability, at this moment I would probably be 
looking at commencing this audit somewhere in the 
middle of June, because we are fully booked with the 
public accounts audit starting, the various agencies all 
having March 31 year-ends coming at us, while at the 
same time we’re winding down the value-for-money 
audits that go into my 2001 report. 

The Chair: When would you have it completed, then? 
If you start in June, when would it normally be com- 
pleted? 

Mr Peters: Including the planning phases, I would 
say we would be able to report to the committee in prob- 
ably a September-October time frame. 

The Chair: OK, so when the House resumes in the 
fall. 

Mr Maves: Would you have to drop an audit you’re 
planning on doing in order to accommodate this, or 
would you just add the increased cost if you’ve got it in 
your budget? Do you have to come back to the assembly 
to get a bigger budget in order to do this? I want to know 
how that’s all going to work itself out. 

Mr Peters: I can’t answer that question for one very 
straightforward technical reason; that is, the Board of 
Internal Economy has asked me to present my budget for 
the year 2001-02 as of March this year. So it depends 
very much on how they react to my budget request for 
next year. That’s in their hands. I can tell you, from the 
comments I left with you about the Audit Act and the 
funding level of my office, that regardless of how we 
slice it, I would have to go for more funding and more 
resources for my office. It depends very much on how 
amenable the Board of Internal Economy is to that 
request whether I can accommodate it within what 
money they give me or whether I have to go for 
additional money. 

As I pointed out to you, at six cents per $1,000 I’m by 
far the leanest. Right now my budget is running at about 
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$8 million. If I were funded on the same basis as the 
nearest office, which is the federal government, my bud- 
get would be $18 million, to give you an idea as to what 
we’re talking about. 

The Chair: You’re very effective, Mr Peters. So it’s 
basically how much the Board of Internal Economy 
allocates toward his total budget. Only then will he be 
able to say whether there’s enough money to do this spe- 
cific aspect of it. 

Mrs Munro: I want to ask a question in terms of 
precedents, previous requests of this nature: how have 
they worked out for you in terms of timing and funding? 

Mr Peters: Up to this point I have not gone forward 
with a request for additional money. The first one will be 
this year, and that will be in relation to the special assign- 
ment regarding the Bruce deal, because that will require 
expertise to assess that I don’t have in-house. This is the 
first time. Fortunately, or unfortunately, all my staff is on 
unlimited hours, so previously we accommodated 
through additional overtime and working longer hours, 
doing it that way. 

Mrs Munro: If I understand you correctly, when pre- 
vious committees have made motions of a similar nature, 
you have been able to accommodate those requests. 

Mr Peters: Yes, with one proviso: these requests are 
all made under section 17 of the Audit Act. Section 17 
allows me to deal with these requests if they do not 
interfere with my other duties; therefore, I have accom- 
modated them. I have done what you suggested, Mr 
Maves: I have not dropped audits to conduct them, but I 
have taken latitude in terms of when I completed the 
work in order to put it into the process. 

The Chair: Can we leave it this way, then: if this 
motion passes, depending upon what happens at the 
Board of Internal Economy, you’ll have to come back to 
us and tell us you either can or cannot do it, depending on 
the resources you get from the board. 

Mr Peters: OK. 

The Chair: Is that reasonable? 

Mr Maves: Chair, do you have to put that in the 
motion? I guess you don’t because— 

The Chair: If he hasn’t got any resources to do it, 
once he gets his budget from the Board of Internal Econ- 
omy, he will come back here and say, “I can’t do it with- 
out more resources.” 

Mr Maves: Or similarly report back on what he has to 
drop if he’s going to do it. 

The Chair: Exactly. 

Mr Peters: There is a technical way of dealing with 
it—maybe you can put it in—and that is that the motion 
be amended to say, “I move that the Provincial Auditor, 
under section 17 of the Audit Act, be asked to....” This is 
the section of the act that specifies I can do work on a 
motion of this committee but also have the latitude of 
dealing with the resource issue if it conflicts with my 
other duties. 

Mr Maves: Can we read back that final wording of 
the motion? I'll go along with that. 

The Chair: OK. 


Mr Maves: Would it then read: “That the Provincial 
Auditor, under section 17 of the Audit Act, be asked to 
conduct a value-for-money audit of the policy decision 
by Cancer Care Ontario to provide after-hours radiation 
therapy through a private clinic rather than in-house.” 

The Chair: “... and report to the public accounts com- 
mittee as soon as possible.” 

Ms Mushinski: You didn’t mind “policy decision”? 

The Chair: I’m leaving that out completely. 

Mr Peters: I’m easy with just saying, “the value-for- 
money aspects of Cancer Care Ontario providing after- 
hours radiation therapy through a private clinic rather 
than in-house.” 

Mrs Munro: My original comment was that when we 
looked at whether it should be “policy” or “decision,” 
“policy decision” kind of gave us the framework we 
wanted. 

Mr Peters: Ms Munro, I’m not unhappy with that. It’s 
not a do-or-die thing that I want to see eliminated. If you 
would like it in, I have the latitude to do what the 
committee is asking me to do. 

The Chair: Could I read the proposed motion again, 
which somebody else will have to move, “That the 
Provincial Auditor, under section 17 of the Audit Act, be 
asked to conduct a value-for-money audit of the policy 
decision by Cancer Care Ontario to provide after-hours 
radiation therapy through a private clinic rather than in- 
house and report back to the public accounts committee 
as soon as possible.” 

Would somebody like to move that? 

Mr Maves: I move that. 

The Chair: Mr Maves moves it, and Mr Patten 
seconds it. That’s an amendment to the original motion. 

Does the amendment carry? Yes. 

Does the motion, as amended, carry? 

Mr Maves: Recorded vote. 


Ayes 


Cleary, Hastings, Martel, Maves, Munro, Mushinski, 
Patten. 


The Chair: It’s unanimous. A recorded unanimous 
vote; that must be a first in a while. 

Thank you very much. 

There’s one other issue, and that was the letter that 
was requested, a copy of which will go to the Deputy 
Minister of Consumer and Business Services. Does any- 
body have a problem with the letter? 

Ms Mushinski: Chair, I don’t have a problem with the 
letter, but some serious reservations were raised by Mr 
Peters with respect to the increase from $280 million 
originally to $400 million. I wasn’t sure if, in your com- 
ments yesterday, Mr Peters, you had actually expressed 
some desire to incorporate a request for information from 
the ministry with respect to that aspect, or an explanation. 

Mr Peters: I had asked for an explanation, but the 
wording was rather vague, in a sense. There was not a 
specific question raised by the members. I wasn’t sure at 
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this point whether my raising that additional question— 
the question I have, and I put it on the record, is that at 
the time, the documents we examined said the ministry 
had gone forward to the Management Board of Cabinet 
with a request for $275 million. 


Ms Mushinski: That’s correct. 


Mr Peters: That was in 1991. When we did the audit, 
that was still the information we had, and that was the 
factual confirmation we received from the ministry. What 
I find very astounding is that all of a sudden in February 
2001 we find out they have dug up other records that they 
already knew at the time it would cost $400 million or 
more. This is of major concern. Rather than raise it 
through you as a question, I should tell you that I have to 
start taking a very serious look at the quality of infor- 
mation ministries bring forward to Management Board of 
Cabinet for decision-making purposes. That is really 
what the ministry did to this committee in open hearing; 
it put into question whether they actually went forward to 
Management Board of Cabinet with all the information 
they had on the business case they were putting forward. 


Ms Mushinski: OK. That doesn’t actually need to 
be—you’re saying, though, that you don’t want to 
incorporate that into your letter. 

Mr Peters: No, I don’t think the letter will help the 
committee very much at this point. 

Ms Mushinski: OK. 

The Chair: By putting that in the letter. Hopefully 
this letter will help. 

Mr Peters: This letter will help with the decision that 
they actually denied outright information to the 
committee. 

The Chair: OK. Next? 

Mr Maves: I would prefer that the other aspect be 
included in the letter. I want to find out if they had other 
information in 1991, as they say, that said it would cost 
more than $275 million, and didn’t bring that forward to 
Management Board. 

The Chair: You want to put that in the letter? 

Mr Maves: I think so. 

The Chair: All right. It will be put in the letter. 

Any further comments? No? OK. We stand adjourned 
till tomorrow at 10 o’clock in committee room 1. 

The committee adjourned at 1224. 
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The committee met at 1042 in committee room 1. 


SPECIAL REPORT, 
PROVINCIAL AUDITOR 
MINISTRY OF NATURAL RESOURCES 


Consideration of section 3.13, forest management 
program. 

The Chair (Mr John Gerretsen): Good morning, 
everyone. I’d like to call this meeting to order to deal 
with section 3.13 of the 2000 special report of the Prov- 
incial Auditor, dealing with the forest management pro- 
gram. Deputy, welcome once again. 

Mr John Burke: Thank you very much, Mr Chair- 
man. 

The Chair: It’s getting to be a daily occurrence. 

Mr Burke: It is. 

The Chair: We look forward to your presentation of 
15 minutes or so, and then we’ll throw it open to ques- 
tions to the members of the various caucuses. Go ahead, 
sir. 

Mr Burke: Good morning to everyone. My name is 
John Burke. I’m still deputy minister of natural re- 
sources. 

Mr David Ramsay (Timiskaming-Cochrane): After 
yesterday? Wow. 

Mr Burke: I know. 

With me this morning are two colleagues: Mike 
Willick, who sits at the far end, who is the assistant 
deputy minister of our forest division; and Bill Thornton, 
who was the director of our forest management branch up 
until very recently. Bill is on my immediate left. Bill has 
gone on for a short-term assignment to the Ministry of 
Northern Development and Mines, but because he was so 
intimately involved in much of this material, he has 
agreed to assist us in our discussions today. 

I appreciate the opportunity to discuss with committee 
the Provincial Auditor’s comments and findings on the 
forest management program in this province. The 
Ministry of Natural Resources welcomes the work of the 
auditor as a valuable process to improve the effectiveness 
and efficiency of our efforts in managing the province’s 
forest resources. 

Let me start off by saying that in general, the Ministry 
of Natural Resources supports the recommendations 
made by the auditor, and staff at MNR have acted on all 
of these recommendations. To understand many of the 
issues raised by the auditor, it’s important to have a grasp 


of both the general approach as well as the roles and 
responsibilities for forest management and how they’ ve 
changed within this province. I’d like to sketch out the 
larger context for forest management operations and 
outline our progress in meeting these challenges. 

Under forest management, the harvest of crown timber 
is undertaken by private companies under licences 
obtained from the Minister of Natural Resources. In addi- 
tion to giving companies the right to harvest crown tim- 
ber, licences impose numerous obligations and conditions 
with respect to forest management and reporting. The 
major licence type in Ontario is known as a sustainable 
forest licence, or SFL. At present, there are about 68 
SFLs in the province ranging in size from about 300,000 
hectares to as many as two million hectares. 

Ontario’s forest management program has undergone 
considerable change as a result of three major influences 
since 1994. First, the Class Environmental Assessment 
for Timber Management decision in 1994 was a land- 
mark document on how forest management would be 
undertaken in the province in terms of harvest, access, 
renewal and maintenance. Second, the enactment of the 
Crown Forest Sustainability Act in 1995 meant that SFL 
forest companies, rather than MNR, became directly 
responsible for forest planning. The companies were also 
required to carry out forest renewal on behalf of the 
crown. Third, the implementation of MNR’s re-engineer- 
ing plan in 1996, along with the other factors mentioned, 
has resulted in MNR’s role progressively evolving to one 
of overseeing the activities of the companies. 

The ministry has retained the responsibility for plan 
approval and for overseeing the independent forest audits 
of the sustainable forest licence areas. It also is respon- 
sible for managing wildlife, protected areas, recreation 
and non-timber values. MNR now conducts few forest 
field activities other than those associated with com- 
pliance monitoring and auditing. The forest industry has 
also assumed responsibility for day-to-day compliance 
monitoring and assessment. 

In terms of forest information, while the process has 
generally been positive, the transfer of management costs 
and additional responsibilities to the forest industry has 
not been without occasional problems. One concern that 
has been raised is the question of who is responsible for 
data collection and who owns the data collected by the 
forest industry pertaining to crown forests. 

In order to address this, MNR has accelerated the 
production of a forest ‘nformation manual which we will 
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be seeing probably in the next three to four weeks. The 
manual describes the roles and responsibilities of the 
ministry and the forest industry in ensuring that 
information collected and reported remains current in the 
future. It prescribes the mandatory information and in- 
formation products required by the ministry and provides 
field staff with direct legal authority to enforce adherence 
to those requirements. The forest industry participated in 
the development of the manual. I’m pleased to say today 
that the manual is in the final stages of the regulatory 
process. 

The Provincial Auditor has pointed out that the min- 
istry is required to report annually on the management of 
crown forests under the Environmental Assessment Act 
so that any necessary corrective action can be taken in a 
timely fashion. The ministry has renewed its efforts to 
produce these reports on time. I’m pleased to advise that 
the three annual reports on timber management identified 
in the Provincial Auditor’s report have now been com- 
pleted. Subsequent provincial annual audits will be 
scheduled for completion within 18 months following the 
fiscal year being reported on. 

By the end of 2001, MNR will also produce a five- 
year state-of-the-forest report. This report will document 
MNR’s progress toward sustainable forest management 
and will meet legal and policy requirements for forest 
management reporting. The ministry has also undertaken 
a review of the delivery of the forest resources inventory, 
including a quality assurance component, to identify and 
act upon cost-effective improvements that will meet the 
needs of forest managers as well as the public. 

With respect to forest operations, the auditor com- 
mented on the need to address variations between 
planned and actual harvests in order to ensure that forest 
management units are maintained sustainably. We are 
placing greater emphasis on having the forest plan auth- 
ors provide more realistic estimates of planned harvest 
levels in future forest management plans. Incidentally, 
the fact that harvest levels have been lower than planned 
has helped allow for the expansion of Ontario’s systems 
of parks and protected areas and the creation of jobs by 
using the surplus of underutilized crown hardwood. It 
will also help address the projected decline in the crown 
conifer wood supply, the natural result of an aging forest. 
1050 

While these factors will reduce the variance between 
planned and actual harvest in the future, the ministry is 
taking additional steps to correct these variances. This 
includes ongoing training to emphasize the Report of 
Past Forest Operations as well as the use of independent 
forest audits. 

In his report, the Provincial Auditor asked the ministry 
to ensure that all operating mills are licensed and report 
in a timely fashion. By the end of this month, the min- 
istry will have a new procedure in place to address the 
issuing of mill licences when companies merge or are 
acquired. 

On the topic of compliance with legislation and min- 
istry policy, this was an area in which the Provincial 
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Auditor made recommendations regarding compliance 
with legislation, of course, and ministry policy. The 1996 
forest management business plan identified major 
changes in roles and responsibility for delivery of com- 
pliance and enforcement. These were required as a result 
of significant restructuring within MNR. SFL holders 
became partners with MNR in ensuring compliance in 
1997. The transfer in responsibilities has taken place 
largely over the past four years, and adjustments are still 
being made in some of the SFL areas. It is important to 
note that it is this period of time that the Provincial 
Auditor reviewed and commented on. 

With these changes in place, industry, not MNR, takes 
the lead in compliance planning, education and training 
of its employees, monitoring, inspection and reporting on 
operations, and taking remedial action as a condition of 
the issuance of a sustainable forest licence. 

For its part, MNR is responsible for its compliance 
planning program, setting priorities for spot-checking and 
auditing industry activities, applying remedy and en- 
forcement action and undertaking analysis and evaluation 
of trends and, of course, the independent forest audits. 

There is no evidence to suggest that the forest industry 
is neglecting its compliance requirements and responsi- 
bilities; however, there is clearly room for improvement. 
The compliance program review undertaken by MNR 
during 1999 has already identified the areas noted by the 
auditor for improvement and action, and steps are being 
taken to make these corrections. 

The Provincial Auditor’s findings support the work of 
the ministry in developing the compliance reporting 
system that is just beginning to produce trends and 
records of forest operations. These records, combined 
with the independent forest audits, will of course over 
time support an effective, economical inspection process. 
MNR will continue to review annual compliance plans, 
spot-check the activities of forest companies to see if 
they match the compliance plans, and regularly analyze 
the results of both industry and MNR compliance 
inspections to identify areas of concern. 

The Provincial Auditor noted that ministry inspectors 
found significantly more variations than industry in- 
spectors did. This of course is to be expected, as com- 
panies are required to report on all of the areas they have 
harvested, whereas MNR inspectors in the past tended to 
go to likely and reported problem areas. 

The auditor noted that some of the MNR monitoring 
and inspection activities duplicate the work of company 
inspectors. While it is true that some duplication in com- 
pliance and inspections did take place, we felt this was 
appropriate, particularly during the transition period. 

As a result of the Provincial Auditor’s report, MNR 
has undertaken a number of compliance and enforcement 
activities, including drafting a new policy for field oper- 
ations that will minimize inconsistencies and promote 
communication and early issue resolution; making 
changes in recording, tracking, assessment and analysis 
of administrative penalties; and developing a new com- 
pliance inspector training program, including certifica- 
tion requirements. 
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On the topic of managing, and managing effectively 
and efficiently, the Provincial Auditor made several 
references to ensuring that ministry resources were man- 
aged in an economical and efficient way, in particular 
with regard to the administration of stumpage charges 
received and forest renewal trusts. With a view to con- 
tinued improvement, the ministry will continue with its 
practice of undertaking wood measurement audits on a 
15- to 20-company-per-year basis and will systematically 
address any recurring problems noted in these audits. It 
should be noted that the margin of error in assessing 
crown charges has been less than 2% in recent years. To 
ensure the province receives the proper amount of 
revenue, MNR has committed to the following: ensuring 
that the action items resulting from the individual com- 
pany wood measurement audits are acted upon and 
corrected within 30 days of that audit; making improve- 
ments to the timber resources evaluation computer 
system, as we call it, TREES; and placing more re- 
sponsibility on private landowners and the receiving 
companies to prove that lumber harvested is from private 
lands by revising procedures. 

Improvements to the forest renewal and forest futures 
trusts administration have been initiated. The ministry 
will ensure that minimum balance requirements for each 
sustainable forest licence area account are being met by 
March 31 of each and every year. MNR has established a 
process that tracks the monthly balance in each of the 
forest renewal trust funds. When a forest management 
company’s account balance has slipped below the mini- 
mum, MNR will bring this to the company’s attention 
and request that corrective actions be taken as soon as 
possible and right away. 

MNR has set up a process to have the forest future 
trust charges go directly to that trust, rather than having 
them transferred following deposit into the forest renewal 
trust. These changes were initiated on April 1, 2000, and 
charges to be paid to the futures trusts are now going 
directly into each of those accounts. 

In closing, I want to thank you again, Mr Chairman, 
and the honourable members for the opportunity to 
discuss actions taken by MNR to address the 2000 Prov- 
incial Auditor’s report. The Ministry of Natural Resour- 
ces views these reports as an excellent way to improve 
our efforts in ensuring that Ontario’s forests are managed 
sustainably and will be available for future generations to 
use and to enjoy. 

I look forward to today’s discussions and would be 
pleased to answer any questions that members may have. 

The Chair: Thank you very much, Mr Burke. We’ll 
start our round of questioning now with the official 
opposition. 

Mr Ramsay: Thank you, Deputy, for the report this 
morning. Some of the good news you gave us today is 
that you’re getting caught up in the reports and you say 
there’s going to be just an 18-month lag time then on 
these reports. That is better news, because that was a 
concern for sure. 

One question I have is that we’re concerned about the 
lack of information, that the registered foresters could not 
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assess the harvest area successfully renewed in 25% of 
the forest management units they audited. Are we doing 
better there in really understanding what we have? 

Mr Burke: Mr Chairman, as with yesterday, I have 
colleagues who have specific information on these 
matters. With your indulgence, I would refer the question 
to these folks. 

Mr Bill Thornton: The answer is yes, we are doing 
better, and we think we will continue to improve. We’ ve 
reinforced with the forest industry, through a variety of 
meetings, the need for them to provide this information 
in a timely fashion. 

The other piece that was missing, as noted by the 
auditor at the time, was a forest information manual that 
really collected in one document the requirements to 
provide this information. You can appreciate there’s a 
whole host of issues with standards for collecting data 
and timelines upon which it’s reported and so on. That 
manual, as the deputy has pointed out, will be regulated 
to take effect April 1. We think that will be yet another 
step in our continuous improvement to record these 
important pieces of information. 

Mr Ramsay: I’m interested in this transition period 
since 1994 with the Crown Forest Sustainability Act. 
Before that time, it was the ministry that basically 
controlled the inventory, planned the cuts etc. It’s all 
changed now. I think it was felt by most of us that the 
ministry really didn’t have a good handle on forest 
inventory, and part of the thrust of the changes we’ ve 
made, which I don’t disagree with, is that obviously the 
companies that have a vested interest in knowing what’s 
out there could possibly do a better job in knowing that. 
So they’re doing the work, they’re doing the planning. 
I’m just wondering what the baseline inventory is for 
this. When you get the forestry plans in from the com- 
panies or the co-operatives that are doing this on behalf 
of a number of companies, how do you verify that the 
wood is there, since they’re doing all the work now and 
maybe your baseline inventory was 20 years out of date? 
How are we squaring that? 

1100 

Mr Thornton: To answer the question I’ll give you a 
bit of background in terms of how this information is 
collected in the first place. We need to distinguish 
between two things with respect to forest inventory. 
There has been in the past, as you have mentioned, this 
20-year cycle of actually conducting a brand new inven- 
tory, but also every five years, in preparation for a forest 
management plan, that inventory is updated. We disting- 
uish between a re-inventory and an inventory update 
here. 

That process of inventory updates has seen a lot of 
improvements in recent times. It has become far more 
automated, and all of that information is made available 
to the planning teams every five years in the course of 
preparing a forest management plan. MNR does see that 
as it comes in during the planning process. We also, 
though, have an oversight role and responsibility in en- 
suring that the manner in which forest resource inventory 
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information is collected is consistent, has some quality 
assurance parameters and so on, and to a large extent 
these are now being described in this manual that I refer 
to that’s to be regulated April 1. 

Mr Ramsay: I'd like to move into some of the meas- 
ures of effectiveness of what’s going on in the forest. 
What steps has the ministry taken to ensure forest man- 
agers comply with the reporting obligations for renewal 
activities? 

Mr Thornton: Again, we’ve had extensive discus- 
sions with the forest industry on the need for them to 
improve their reporting of that information to us, and that 
takes a host of forms, one-on-one meetings with indiv- 
idual companies, right up to the association level. I know 
many chief executive officers were spoken to with 
respect to this issue and we’ve seen considerable action 
since then. 

We have also taken great steps in preparation for these 
five-year plans that I’ve spoken of to embed this in the 
training that precedes that planning process. This is train- 
ing where we bring in the forest companies to explain to 
them the new guidelines that are to be applied in pre- 
paring a plan, and we’re focusing on the need for more 
comprehensive reports, past operation, which includes, in 
your example here, information on forest renewal. There 
are a number of steps. Obviously in addition to this, once 
the manual I’ve referenced is regulated, we have an 
additional regulatory mechanism at our disposal to ensure 
that information is forthcoming. 

Mr Ramsay: Another question: are the forest li- 
censees now required to provide a quantitative analysis 
of the variations between the planned and actual har- 
vests? I know the deputy had touched on that. 

Mr Thornton: Yes, they are. They were in the past, 
and they’ll continue to be required. It’s not an easy thing 
to do. There are a lot of reasons why a five-year plan of 
harvesting does or doesn’t materialize, and it can be any 
of a host of reasons—strikes, fire, for example—that may 
alter your harvesting plans. Markets, to a certain extent, 
as noted by the auditor, affect the demand for forest 
products and therefore the amount of harvesting that 
takes place. So this will never be perfect. There will 
always be reasons why the projections for harvesting are 
not completely accurate, but we require that kind of 
explanation to be provided. 

The reason we do this is we want to make sure that 
those people who have been allocated crown timber are 
in fact using it, because if there is additional economic 
development opportunity to be realized and if it isn’t 
being used, or if there is an opportunity to expand our 
parks and protected areas network, we have the option of 
doing that. That’s what’s behind the request for this 
information, but as I say, it will never be completely 
accurate because of those unforeseen circumstances that 
affect our level of harvest. 

Mr Ramsay: The deputy mentioned and explained 
why there was a discrepancy between the self-com- 
pliance activities of the companies versus the MNR 
verification of what’s going on in the forest in that the 
ministry just does spot checks but the companies report 
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back on everything. I suppose that would be one explan- 
ation. 

I’m sure the nagging question out there with the 
general public is, is it right to give the companies the 
power to enforce themselves, their own activities? I think 
there’s a real concern there that if MNR is not doing the 
inventory and the planning work, at least, on behalf of 
the people of Ontario, they should be there to make sure 
that what is supposed to be happening in the forest is 
happening. I was wondering if you’re reviewing your 
compliance and enforcement activities and making sure 
we’re getting good coverage and maybe increasing the 
spot checks. Are you looking at that activity and how you 
can do a better job of it? Just give us assurance. 

Mr Thornton: The answer is yes, it is being re- 
viewed. Just to go behind the question a bit to give you a 
sense of what happens here, annually a company is 
required to submit to a district manager a compliance 
plan, and that describes the kind of compliance activities 
they will undertake in the coming year. The district man- 
ager has the discretion to approve or not approve that, to 
require amendments based on particular issues that he 
may have in his district. Then that plan is implemented 
by the company and MNR puts in place a series of spot 
checks to ensure that it’s being carried out as anticipated. 
The company is also required to report annually on the 
results of their compliance activities. 

MNR, as the auditor has pointed out, increasingly 
focuses attention on the areas where we think there will 
be the greatest problems with compliance. So when we 
do our spot checks, they tend not to be random; they tend 
to be very focused on areas that we believe will be the 
problem areas. When you look at our numbers you will 
see that the tendency is to find a greater incidence of non- 
compliance, because we are obviously focusing on the 
high-risk areas. 

The other thing that’s happened during the course of 
the last few years, during this transition that the deputy 
minister has spoken to, is that we’ve put in place a 
compliance information system to bring together the 
results of those compliance inspections. There are liter- 
ally thousands—probably 5,000 to 6,000—of these indiv- 
idual inspections undertaken each year. We want to look 
at some of the trends to see if there are recurring 
problems. 

To give you an example, we had early signs that there 
were concerns with water crossings and we saw a number 
of non-compliance issues related to water crossings. Our 
response to that was to put in place a training course, to 
bring companies in to talk about proper installation of 
culverts and bridges, to embed that in the forest manage- 
ment planning process so that people understood what 
our expectations were around installing these water 
crossings. It’s been a very successful endeavour in that 
respect. There is a comprehensive oversight role here that 
MNR plays in the entire spectrum of compliance activ- 
ities and so far it’s been shown to be effective. 

Mr Ramsay: I just have one last question for now and 
then I’ll pass on the questioning time. Are you confident 
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that the ministry has the resources to do this work right 
now? 

Mr Thornton: It’s a difficult question inasmuch as 
our business has changed so dramatically over the last 
period of five or six years. We’re doing things differ- 
ently. We’re in a transitional state, as the deputy has 
pointed out, but I’m confident that our management 
structures are adequate, that the proper oversight and ex- 
pectations the public have of the Ministry of Natural 
Resources are being met. 
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Mr Ramsay: We have enough people in the field? 

Mr Thornton: I would always like to see more. I 
think any public servant would tell you that. But the fact 
of the matter is, we re-engineered our business. We have 
placed additional obligations on the forest industry to 
report to us on their activities. I don’t see a change in that 
trend. I think the oversight we’ve provided is adequate. 
We are able to assess problem areas and prepare remedial 
actions in response to those. I guess I’m as optimistic as 
anyone can be during this period of transition. 

Mr Richard Patten (Ottawa Centre): Just to follow 
a question up, the report cited four districts specifically 
where there was unlawful harvesting without a licence. 
Have you been able to pinpoint those, and what have you 
done, and what’s the consequence to that? 

Mr Thornton: We haven’t been able to pinpoint it. 
When we look at our compliance information system, we 
don’t see a particular aggregation of non-compliance in a 
particular part of the province. I should point out, though, 
that when the auditor conducted his work, he sent par- 
ticular questionnaires and asked for particular informa- 
tion of districts that we weren’t privy to. It may be that in 
that sampling there were particular areas noted in a 
district. I am aware of some problems we had in north- 
eastern Ontario with respect to the point raised by the 
auditor on repeat offences—in other words, taking pro- 
gressively more stringent remedial action against repeat 
offenders. 

One of the things that has complicated this during the 
last few years is the fact there have been a lot of mergers 
and acquisitions in the forest industry, so a company that 
you may look at today and say, “Why aren’t you being 
more strident with them?” may in fact have been three 
companies a few years ago. So if you’re going to take a 
progressively more stringent view on remedial action, 
you don’t have the same corporate structure that you had 
in the past. That’s something we’ ve tried to factor into it. 

The other thing is, in the transformation of what had 
been crown activities to industry activities, we’ve seen 
co-operatives formed by the industry to undertake the 
management of these forest management units. Those co- 
operatives are often bringing together a number of small 
operators to manage the land base that the crown had 
managed in the past. One of the things they said to us 1n 
this period of transformation was, “Took, we’re now all 
going to be under one licence, whereas before we had 
operated as individual licences. We don’t want 
automatically to be assessed the same level of remedial 


action because one person in this co-operative isn’t 
performing well. All the rest of us don’t want to be 
dragged into it.” So we’ve tried to take that into account 
too during the transition period. 

That’s kind of a long-winded answer to your question, 
but there were some circumstances at play here that 
helped explain why there were what appeared on the 
surface to be problems with repeat offenders, if you will, 
that weren’t being dealt with in a more stringent fashion. 

Mr Patten: What do you do when you find the non- 
compliance? Do you take legal action? 

Mr Thornton: We have a variety of remedial actions 
at our disposal. Legal action is certainly one of them. It 
can be a fine; it can be a court prosecution. Oftentimes, 
though, it takes the form of a remedial order, where we 
say, “Go fix it.” If it’s wasteful practices and you’ ve left 
too much timber on a site following harvesting, we order 
them to go back and pick it up, for example. 

Mr Patten: The implication from the auditor’s report 
is that—and I understand that your role is now monitor- 
ing, but when you did the special investigations, there 
was a significant difference between the reporting of 
non-compliance and the self-regulating system, which 
implies that the self-regulating system, in my opinion, 
has a built-in self-interest of not reporting non-com- 
pliance. So what are the implications for us in Ontario 
and the role of the ministry in assuring that you feel 
confident that in monitoring this you really are on top of 
the compliance with what should take place? 

Mr Thornton: Yes. Again, we need to go behind the 
numbers and remind ourselves that MNR’s spot checks 
are not random; we are focusing on the problem areas. So 
it only makes sense that we are finding a higher incid- 
ence of non-compliance than the more random inspection 
efforts that the industry shows. In fact, that’s the very 
recommendation of the auditor: take a risk-based ap- 
proach to your work. The numbers in themselves can be 
misleading in that respect. 

I think the important point here, though, is that we do 
have a comprehensive system of looking for problems in 
non-compliance. We are, as in the example I gave earlier, 
taking action in the form of training, or whatever the case 
may be, and we’re not shying away from the need to take 
court action. That’s a frequent occurrence where we see 
serious problems out there. 

The Chair: Ms Martel? 

Ms Shelley Martel (Nickel Belt): Deputy, Mr Thorn- 
ton, Mr Willick, thank you for coming today. I want to 
begin by asking you some questions about your budget. 
The auditor indicated that in 1999-2000 the ministry 
spent $70.8 million on forest management. Can you tell 
the committee what that involved? 

Mr Thornton: It’s a pretty comprehensive figure. For 
example, the forest program has a science component, an 
information component. There’s a field delivery com- 
ponent that includes the forest management planning 
responsibilities, some of the compliance responsibilities 
that I’ve spoken to here, as well as enforcement. There 
are the functions that are provided at more of the main 
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office level on the policy side and so on. I’m not sure if 
you want me to get into particular percentage break- 
downs. 

Ms Martel: Actually, does it involve MNR doing 
regeneration on its own crown unit? 

Mr Thornton: No. There are very few crown units 
that remain now. 

Ms Martel: Is it 10? 

Mr Thornton: It’s less than that now; it’s probably 
more like—I’m searching for a number here—a handful, 
three or four. 

Ms Martel: The auditor noted 10, but that’s OK. 

Mr Thornton: Yes, and even since the auditor has 
done that, there have been some of those units converted 
to sustainable forest licences. Is that responsive to your 
question? 

Ms Martel: When you talk about $70.8 million, is 
that the overall budget for the program? 

Mr Thornton: Yes, it is. 

Ms Martel: What would have been the budget for the 
program in, say, 1995? 

Mr Thornton: I couldn’t give you a precise number 
there. If you’d like, though, we could undertake to 
provide you with that information. 

Ms Martel: Would you estimate it would have been 
higher or lower? 

Mr Thornton: Higher. 

Ms Martel: Actually, could you provide the com- 
mittee with the budget for the program from 1995 on? 

Mr Thornton: Yes. 

Ms Martel: Can I ask you as well what staff are 
attached to that program? 

Mr Thornton: Today’s staff for the forestry program 
is 662 full-time equivalents. 

Ms Martel: For the forestry program. 

Mr Thornton: Right. 

Ms Martel: What would that have been in 1995? 

Mr Thornton: Much more. Again, we will undertake 
to give you that. 

Ms Martel: Please. If you could give us those figures, 
budget and staff over the previous five years, that would 
be most useful. 

I wanted to begin by asking you about the annual 
report. Deputy, we had a conversation about this yester- 
day, so let me start with you. You already told the com- 
mittee, and the auditor made it clear to us, that the last 
report that had been tabled was 1996-97, yet the EA 
requires you to table that annually. So we are quite far 
behind, and I heard you say that you are getting those 
complete, and I suspect that is partly as a consequence of 
the auditor making a note of it. Then you told us 
yesterday that it will be 18 months from here on in, from 
the time the next one is published after the work from the 
fiscal year is complete. I question even 18 months, be- 
cause I note that the EA says, “The audit report shall be 
published by the audit team no later than four months 
after the initiation of the audit.” I’m wondering why, if 
that’s a requirement, it’s still going to take you so long to 
actually get this worthwhile information published. 


Mr Thornton: That’s a good question, but we’re 
confusing two reports here. There’s an independent forest 
audit, and that’s the one you made reference to a four- 
month period to respond on, versus a time frame for an 
annual report, which is one we’ve said takes 18 months 
following the fiscal year-end to prepare. 
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Ms Martel: But the independent audits form part of 
the government’s annual report, do they not? 

Mr Thornton: Yes. The independent forest audits are 
a snapshot on an individual management unit, of which 
there are about 68 in the province. It covers a period of 
five years. It looks at very specific things on that unit. 
That’s undertaken by consultants independent of govern- 
ment, and the expectation is that they will provide that 
report within four months of the completion of that audit. 
So, for example, that takes a period of several months, 
where they visit the sites and the company and so on. 
That’s different from an annual report, which is an amal- 
gamation of all the reports for all of those 68 manage- 
ment units and covers a more expansive piece of 
information than you would get in an individual audit. 

Ms Martel: But if the audits by the management 
teams are provided four months after the audit, all that 
information should be available to MNR; it should not be 
a question that most of that information is outstanding in 
order to compile an annual report. 

Mr Thornton: Yes, but again, the independent forest 
audits that you’re referring to are only undertaken once 
every five years and there is more information in an 
annual report than is in just an independent forest audit. 

But to really get to the nub of your question, which I 
think is, why does it take 18 months for us to prepare an 
annual report following the end of the fiscal year? It’s 
largely a logistical problem. For example, we’re coming 
to the end of a fiscal year now, in March. There are 
activities taking place out there on the landscape, timbers 
being harvested and so on, today. In order for us to 
collect this information, or a company to collect it, they’ ll 
have to fly aerial photography to take pictures to see 
where those areas have been harvested. That information 
doesn’t even come in to us until November, so we have a 
six-month period where that information isn’t even 
available; it’s simply being collected. Planes want to fly 
when they can see cutovers, when there’s not snow on 
the ground. For some of these reports, the information is 
collected in the summer months, when the field season 
allows for it, and so on and so forth. 

Then there’s a 12-month period where MNR reviews 
that information to ensure that it really is accurate, that 
the area really was harvested. We may expect to go to a 
company to look at that photography, for example, to 
verify this information. 

That is all pulled together for those 68 management 
units and compiled into a report that then has to go 
through the approval process, eventually being tabled in 
the Legislature. 

Ms Martel: I wonder, Mr Thornton, can you assure 
the committee that the reason there has been a delay in 
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the audits being provided has nothing to do with the fact 
that the crown was pressuring companies to change some 
of the results? 

I’ll tell you why I ask the question. In March of this 
year I received a package with a typewritten note on the 
front that talked about crown pressure to change these 
results. “The crown is not managing its area sustainably 
and not complying with its own legislation. The 1999 
audits have been under pressure from the crown, industry 
and other parties to change the results, and the 1998 
audits are not presented to the Legislature, as some 
contain anti-government comments.” 

The one document that struck me had to do with the 
Timiskaming independent forest audit report. It was 
prepared by KBM Forestry Consultants, out of Thunder 
Bay. The document I have is dated February 24, 2000. It 
said the following: 

“The audit team found that forest management activ- 
ities did not fully conform to existing program direction 
and legislation.... It also found that an assessment of 
sustainability of the Timiskaming forest could not be 
made due to the lack of relevant and credible in- 
formation.” 

There’s a note to the reader that reads as follows: 

“The above summary statement was made on Novem- 
ber 4, 1999. The draft final audit report was then sent to 
Dr John Naysmith, chair of the forestry futures com- 
Tee aac. 

“On November 30, 1999, the chair of the committee, 
in the light of the draft audit report’s conclusion, asked if 
the audit team would examine four revised forest man- 
ager’s reports. The reports would be supplied by MNR’s 
Kirkland Lake district staff on January 31, 2000. 

“While pointing out that this was an extraordinary 
request”—that’s the comment from the people doing the 
audit—‘“it was agreed to examine the revised forest 
manager’s reports and reconsider the audit team’s con- 
clusion about the sustainability of the Timiskaming forest 
should verifiably new or improved information be 
provided... 

“MNR submitted the revised forest manager’s reports 
to KBM on January 31, 2000 and the audit team has 
compared...” these. 

“The audit team has confirmed that, despite the re- 
visions made to the forest manager’s reports, the earlier 
conclusion that an assessment of sustainability could not 
be made will stand.” 

That was submitted by Herb Bax, a registered pro- 
fessional forester, lead auditor for the audit team, 2000. 

There are a couple of things that really concern me. 
The audit team themselves, who are independent of gov- 
ernment, point out that it was an extraordinary request for 
MNR to come and ask to be able to do a revision on its 
document so that the audit conclusions could be changed. 
I found that very disturbing, because it made me also 
wonder what pressure might have been brought to bear 
on other audit teams. Could you respond to this? 

Mr Thornton: It is unusual, I certainly agree with 
you, that an audit team is asked to look at additional in- 


formation following the audit, and that’s the nature of the 
request here. 

As you’ve noted, the report stated that they were un- 
able to make a determination as to sustainability because 
of the lack of information, the same information prob- 
lems noted by the auditor. The effort that was undertaken 
was one of asking the district to compile information that 
hadn’t been formerly, originally available to the auditor, 
in order to allow them to reconsider their recom- 
mendations. At the end of the day, as you point out, they 
did not change. They said that the additional information 
they had received still did not allow them to make that 
assessment. 

If I may, just as a background to that particular unit, 
this is an example of a unit in transformation. It was 
formerly a number of crown units brought together to be 
managed by a co-operative where the licensees formed a 
new company, the Timiskaming Forest Alliance, as 
you’ ve referred to. During that transformation, there were 
tremendous difficulties in the handoff of information 
being gathered by the crown versus the information to be 
gathered by the forest industry, the new management 
entity there, if you will. 

My understanding is that since that time we have gone 
back and said to the district and to the company, “We 
want to see improvements. We want to see this informa- 
tion gathered,” and there is an action plan in response to 
those audit recommendations to do that. 

Ms Martel: Mr Thornton, I appreciate your com- 
ments. 

A couple of things strike me. Number one, the Timis- 
kaming unit wouldn’t be that different. Over the period 
of especially 1996-97, you had a number of crown units, 
for example, that became SFLs that may have been in 
transition, so I don’t think this is an extraordinary and 
exceptional case. 

Secondly, it’s clear that the audit team was being 
asked to change their conclusions because the ministry 
didn’t like their conclusions. My concern is, in how many 
other cases did that happen, where pressure was brought 
to bear by MNR staff to change conclusions of 
independent audits that MNR didn’t like? 

Mr Thornton: Again, I would disagree with your 
statement that MNR asked for the audit finding to be 
changed. It was a request by the forestry futures trust 
committee, which is the party that administers these 
contracts with the independent forest auditors. 

More importantly, the request that came from the 
forestry futures trust committee was one of considering 
additional information to be provided by MNR and the 
forest company. We did not dictate or suggest to them 
what the nature of their findings should be. The forestry 
futures trust committee simply requested that additional 
information be considered. 

Ms Martel: Can you tell us, Mr Thornton, how many 
other scenarios like this occurred with the draft reports 
that have yet to be tabled, or in fact even 1996-97? 

Mr Thornton: That’s the only one that I’m aware of 
where the forestry futures trust committee asked for 
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additional information to be considered post the original 
audit. There are many other examples, as you have 
pointed out, of crown units being converted to SFLs and 
experiencing this difficulty in the transformation, but 
that’s the only instance where additional information was 
requested of the company and MNR. 
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Mr Howard Hampton (Kenora-Rainy River): I 
want to ask some questions about compliance. The audi- 
tor states that “over a three-month period in 1999, the 
ministry performed over 650 inspections in areas where 
the responsibility had been transferred to forest manage- 
ment companies.” Which areas? Can you name them? In 
which areas were these 650 compliance inspections 
carried on by MNR in 1999? 

Mr Thornton: Are you asking geographically, in 
which parts of the province? 

Mr Hampton: Yes. 

Mr Thornton: Throughout the province. The com- 
pliance activities took place on— 

Mr Hampton: These were the 650 inspections carried 
out by MNR. I thought I heard you say that you focused 
your inspections on areas where you knew there were 
troubles. 

Mr Thornton: Right. 

Mr Hampton: So where are they? 

Mr Thornton: Where are the problem areas? 

Mr Hampton: You must know which units they’re in. 

Mr Thornton: It’s not a case where we divert com- 
pliance activities from one unit to another. Every unit has 
a compliance plan, so it would be a question of how we 
shift our compliance efforts within different parts of a 
forest management unit. 

Mr Hampton: But did I not hear you say earlier in 
answer to a question from one of the other members that 
when you did this special compliance work in 1999, you 
focused on particular areas? You knew where the prob- 
lems were. 

Mr Thornton: Yes. 

Mr Hampton: I’m asking you, where are those prob- 
lem areas? 

Mr Thornton: [ll give you an example. We noted, 
because of some of the trend analysis, the problems in 
water crossings. So we focused a lot of our compliance 
activities on making sure that they were properly in- 
stalled, which led to the remedial action that I spoke of. 

Mr Hampton: OK, so you’re talking about particular 
areas of enforcement, not particular geographic areas of 
the province? I want to be clear on that. 

Mr Thornton: That’s right. 

Mr Hampton: The auditor says, “Our analysis of 
violations over the 1997-98 and 1998-99 fiscal years 
revealed that half of the offences for unlawful harvesting 
and harvesting without a licence occurred in four dis- 
tricts.” Where are the four districts? 

Mr Thornton: Again, we haven’t been able to de- 
cipher that, and it may be that the auditor had information 
on that that we didn’t. When we’ve looked at the dis- 
tribution of violations across the province, they’ve been 


relatively evenly distributed. We didn’t see a particular 
hot spot, if you will. It may be— 

Mr Hampton: We’|] get that from the auditor there. 

Mr Thornton: Certainly. 

Mr Hampton: So in a three-month period in 1999, the 
ministry performed over 650 inspections, and I want to 
be clear about this. When you refer to areas, you’re 
talking about subject areas, not geographic areas of the 
province. 

Mr Thornton: When we refer to— 

Mr Hampton: A subject area being a water crossing 
or a trespass, those kinds of things. 

Mr Thornton: That’s right: at a specific, obviously, 
geographic— 

Mr Hampton: When in 1999 was this done? What 
was the three-month period? 

Mr Thornton: Sorry. What three-month period are 
you referring to now? 

Mr Hampton: This is the auditor’s report: “The min- 
istry’s role is to monitor the inspection process of li- 
censed forest management companies.... However, over a 
three-month period in 1999, the ministry performed over 
650 inspections in areas where the responsibility had 
been transferred to forest management companies. In 
many of these areas, forest management companies had 
implemented their own compliance plans and inspec- 
tions,” and then they point out that there’s a great diverg- 
ence between non-compliance as reported by companies 
and non-compliance as reported under these 650 MNR 
inspections. 

It says here this took place in a three-month period. 
When in 1999 did this happen? 

Mr Thornton: I think that’s a question for the auditor. 
The auditor obviously has sampled a three-month period 
to come up with those— 

Mr Hampton: No, this was done by MNR. It says 
MNR here. 

Mr Thornton: We have ongoing activities throughout 
the year. It may be that when the auditor compiled his 
information, he focused on a particular three-month 
segment to make these conclusions. 

Mr Hampton: All right. The auditor’s report says, 
“The ministry spent $5.2 million during the 1998-99 
fiscal year to employ over 40 staff to perform monitoring 
and inspection functions.” Was that related to these 650 
inspections? 

Mr Thornton: That’s part of it. It doesn’t mean that 
our compliance activities are focused only on inspec- 
tions. 

Mr Hampton: So you’re saying there was nothing 
unusual about these 650 inspections? That was_ all 
routine, no special staff. It wasn’t done in response to the 
auditor; it wasn’t done in response to anything else. It 
was just routine MNR work. 

Mr Thornton: That’s right. 

Mr Hampton: So is that routine MNR work repeated 
in 1999-2000 and in 2000-01? 

Mr Thornton: Yes, we have continued with our same 
complement of staff, our same level of effort in com- 
pliance monitoring throughout that period. 
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Mr Hampton: This is the 40 staff? 

Mr Thornton: Yes, and again it’s hard to say for an 
individual person that they do only compliance, because 
they may be involved in many different activities—forest 
management planning, compliance, a host of activities. 
But for the sake of these here, yes, that is roughly the 
number of staff that are— 

Mr Hampton: I’m left to ask the general question 
then: in view of what the auditor refers to—650 inspec- 
tions over a three-month period in 1999 showed that 
there were incredible discrepancies between what com- 
panies were reporting as violations and what the ministry 
then reported as violations—was anything done to follow 
that up? What was done to follow that up, anything 
unique or different? 

Mr Thornton: Again, I’ll go back to my earlier state- 
ment on that. First of all, comparing those numbers is not 
a fair comparison, because MNR focuses on problem 
areas. As I stated earlier, our compliance activities are 
largely focused on the problem areas, so naturally we 
report a higher incidence of non-compliance than a 
random sample would. But to get to the nub of your 
question, which is what follow-up activities take place 
when we discover non-compliance, it takes a range of 
forms. Often it’s a compliance remedial order to fix the 
problem. It can take the form of court action as well. 

Mr Hampton: The auditor’s report refers to our 
analysis of violations over 1997-98 and 1998-99. Do you 
have a record of how many violations there were in 
1997-98 and a record of violations in 1998-99? 

Mr Thornton: I don’t have it at my fingertips, but we 
could— 

Mr Hampton: Could you produce that? 

Mr Thornton: Yes, we could. 

Mr Hampton: Do you have a record of violations for 
1999-2000? 

-Mr Thornton: Yes. 

Mr Hampton: You can produce that? 

Mr Thornton: We will undertake to do that. 

Mr Hampton: Do you know what the trend line is for 
violations? 

Mr Thornton: The trend line is improving in terms of 
there are fewer violations being found out there. 

Mr Hampton: By companies or by MNR? 

Mr Thornton: I would think probably by both, but I'd 
have to return to the figures to give you a correct answer 
there. 

Mr Hampton: Can you break it down between 
violations recorded by companies and violations recorded 
by MNR? 

Mr Thornton: Yes, we’ll undertake to do that. 

Mr Hampton: Did you not find it disturbing, when 
your own people went out there and started looking at 
areas that had already been inspected by companics, that 
the first finding was fewer areas in compliance? I believe 
they said 70% were in compliance; you were down at 
close to only 50% in compliance. Then in the non- 
compliance, they said only about 5% were in non- 
compliance and you found over 20% in non-compliance. 
Didn’t you find that rather disturbing? 


Mr Thornton: Again, no, inasmuch as when you’re 
on the site it’s obvious that there’s been a situation, in 
most cases, of compliance or non-compliance. So let me 
give you some real-life examples here. If a company has 
harvested beyond a boundary, it’s— 

Mr Hampton: Trespass. 

Mr Thornton: It’s obvious it’s a trespass; there’s no 
question about that. However, there are instances, and 
let’s take wasteful practices, for example, where if there 
is too much debris left on a site, where is the line? This 
goes back to our earlier point on the need for some 
standards to be set there and to be clearly understood by 
the companies undertaking these compliance inspections 
to know how much debris is acceptable on the site. So 
there is a judgment call on some of those. No doubt there 
probably has been a difference of opinion between the 
MNR person and the company person on those occas- 
ions. The danger here, though, is when we look at 
summary statistics and we try to compare the results of a 
non-random sample with a more random sample and 
draw conclusions from that. 

Mr Hampton: It’s clear to me from the auditor's 
report that the auditors were upset about this. He says, 
“Alternatives. need to be considered, such as more 
directly overseeing company inspectors where necessary 
or performing ministry inspections on a cost-recovery 
basis.” Have either of those suggestions by the auditor 
been followed up on by MNR? 

Mr Thornton: Not with respect to the cost recovery. 
What we have done, though, is put in place a training 
program so that in these very instances that I spoke of, 
where there is a need for a judgment call to be made, 
MNR and the company people are together to look at 
those sites and to determine what is and isn’t in 
compliance. So that’s an example of how we ve tried to 
work with the industry to rectify those situations. 

Mr Hampton: So there’s been a training program. 

Mr Thornton: Yes, there has been. 

Mr Hampton: Because the auditor says, “The situa- 
tion at the time of our audit indicated a need for a con- 
tinued ministry presence.” That’s the auditor’s statement. 
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Mr Thornton: And there has been a continued min- 
istry presence in compliance monitoring. 

The Chair: We’ll have to leave it at that, Mr 
Hampton. 

Mr Hampton: I was just getting to the fun part. 

The Chair: I know. You’ll have to wait for that until 
this afternoon. 

Mr Hampton: I wanted to introduce my video now. 

The Chair: We look forward to seeing your video 
later on. Government members? 

Mr John Hastings (Etobicoke North): The first 
question I’d like to focus on, Mr Burke, is that in your 
remarks you talked about the data-gathering in your new 
decision-making model for forestry management with 
these two thrusts. I would like to know, has the ministry, 
sort of the overall supervisor-monitor of this function, 
been able to figure out with the industry and the sub- 
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contractors that they’re involved with how this data is to 
be utilized, shared and owned? There’s probably a priv- 
acy issue involved in who owns what species of wood, 
where, how many different types of seedlings are being 
grown in different areas, the types of personnel, I sup- 
pose, that are now utilized, who the folks are who are 
doing this for the private operators. How do you deal 
with this issue? Have you resolved it? 

Mr Thornton: That’s a good question and it’s one 
that we’ve wrestled with for some period of time. It goes 
essentially to the point of proprietary information. This is 
a matter that was expressly spoken to in the forest in- 
formation manual that’s about to be regulated, as I 
mentioned earlier. In fact, there are relatively few cir- 
cumstances where information about our natural resour- 
ces should be proprietary. We believe, because these 
companies are operating on crown land, their activities 
should be a matter of public record. So where they 
harvest, how much they harvest, the kinds of seedlings 
they use, the extent of the road network, their future 
plans for the upcoming five years, these are all matters of 
public record. This is the information that we believe 
should be made available to the public. 

There are a few instances, however, where a company 
may undertake particular investments in, for example, 
intensive forest management. If they have, of their own 
accord, spent money on research determining how to 
grow trees faster, to bring it to simple terms, it may be 
that they have proprietary information at their disposal in 
doing that, and that’s the kind of information we would 
protect. We believe that is proprietary to a company. We 
would not ask for that and therefore it would not become 
public information. However, the forest information 
manual will give us the authority to see that information 
if we choose to see it. We will not own it, and we will 
therefore not make it public, but we have an interest in 
knowing how fast that forest is growing so that we can 
administer the forest under the principles of sustain- 
ability. 

Mr Hastings: There’s a concern here obviously when 
you change the management model or the monitoring 
model for figuring out whether the players are complying 
with what they have agreed upon through these trusts. 
There obviously must be some sort of protocols for the 
companies that are involved as to what they’re supposed 
to do. I presume, then, that you have on-site people— 
inspectors, foresters—who go out and look to see, as 
you’ve alluded to in some of these areas that you were 
concerned about. Does the ministry have a technology 
plan in place so that the data you’re collecting in terms of 
the species of wood being generated, the climate, all that 
stuff, are readily available to the people—you folks 
primarily, but everybody involved—to deal with the 
auditor’s concerns about providing up-to-date, quality 
information? 

Mr Thornton: Yes. I guess the answer takes two 
forms. We have a science strategy that describes the kind 
of research and application of technology that take place 
on the forest. We also have, or will have shortly, a forest 


information manual that describes information we require 
from companies to be provided to the crown on— 

Mr Hastings: Is that the one called TREES? 

Mr Thornton: No, this is the forest information 
manual that’s to be regulated in April. That gathers to- 
gether information from a variety of sources, including 
how much wood has been harvested and so on. 

Mr Hastings: When you make this major type of 
transition—and I don’t see much reference to it in the 
audit of the types of wood that are being harvested—and 
you’re looking for long-term sustainability in the types of 
trees that we need for the demands of furniture and 
everything in a modern society, what kind of training 
plans do you have in place? There are only two uni- 
versities that I’m aware of that have forest faculties, and 
that’s Lakehead and U of T. Is there enough expertise 
and will there be sufficient graduates becoming available 
to manage this new approach to forest sustainability over 
the next 20 to 30 years? We’re already experiencing 
shortages, or are about to, enduring shortages in almost 
every area as we go through these generations. Are there 
enough graduates coming out of these two forestry 
schools to your satisfaction, to the companies’ satis- 
faction, to everybody who is a player here? 

Mr Thornton: In my opinion, no, there aren’t enough 
graduates from those two universities that you’ve men- 
tioned to meet the demand in Ontario. However, there are 
universities in other provinces that we rely on and in fact 
recruit from now to meet the need for professional 
foresters. 

Mr Hastings: Alberta being one, and BC, I guess. 

Mr Thornton: Yes, and New Brunswick. There are a 
number throughout the country, but the supply of 
undergraduate foresters right now is dwindling. Lakehead 
University is the only university, for example, that pro- 
vides undergraduate foresters. The University of Toronto 
has only graduate foresters now. So we have directed our 
recruiting efforts, and so has the forest industry, beyond 
the boundaries of Ontario to attract those professionals. 

Mr Hastings: In the harvesting of wood from crown- 
owned properties, it’s primarily the large companies that 
have the contracts with the forest trusts for the harvest of 
these woods. Then, my understanding is, they can in turn 
subcontract out to smaller woods operators for specific 
types of wood that are required in local markets or in US 
markets. Do I have a good understanding of that 
function? 

Mr Thornton: The structure is as follows: there is a 
sustainable forest licence, which is usually a licence held 
by one of those large companies, but not always. We 
have some co-operative ventures now as well. In the case 
of a large company like an Abitibi-Consolidated or a 
Tembec or a Domtar, most of their wood today is 
harvested by contractors to that company. So it’s more of 
a primary licensee-contractor relationship in Ontario than 
it is a multitude of small licensees, but even that is in 
transformation. The basic model in most cases is a sus- 
tainable forest licensee who in turn contracts out timber 
harvesting, in this instance, to a number of small oper- 
ators to supply the wood that’s required by the mills. 
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Mr Hastings: Are the requirements or the conditions 
in the contract between the large players, Tembec as an 
example, with the forestry trust—whatever the terms and 
conditions are generally in the principles by which 
they’re supposed to operate in the management of wood 
species, are those terms and conditions transferred, and 
would they be generally reflected in the operating agree- 
ments between the large companies, like Tembec, when 
they contract out to the smaller wood operators, the two- 
or three-person operators, who would go out and cut right 
at this time of the year? 
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Mr Thornton: Yes, they are. Those responsibilities 
are in large measure transferred to the independent 
contractors. For example, Tembec would say to its 
operators, “Here’s our expectation in terms of how 
you’re going to harvest timber. You have to follow the 
guidelines that we have to follow to protect values and 
construct roads where they should be constructed,” and 
so on. However, the crown’s relationship is not one di- 
rectly with those contractors. Our relationship is with the 
licensee, so it’s with Tembec. If one of Tembec’s oper- 
ators, for example, did something they shouldn’t do 
outside of a boundary, it’s Tembec we go after, not the 
individual operator. Tembec, obviously, has a relation- 
ship with that individual operator, that contractor, where 
I’m sure the penalty we assess Tembec would in turn be 
passed on to that contractor in some fashion. 

Mr Hastings: If I’m a small woods operator and I see 
some choice types of veneer that I’d like, how do we 
know that’s being managed well? If I take those, because 
veneer is a very big demand right now in certain markets, 
what would Tembec do to me as a small woods operator 
up in Kap if I had signed the— 

Mr Thornton: That’s between Tembec and the con- 
tractor. 

Mr Hastings: Have you seen what has happened? 

Mr Thornton: Yes. This is a very serious concern for 
companies, where they want to have operators, ob- 
viously, who perform well, because when they don’t, it’s 
reflected on Tembec. In some instances, if a company iS 
not complying with a compliance plan and has poor 
harvesting practices, for example, they can be let go by 
Tembec. 

Mr Hastings: Has that actually happened? 

Mr Thornton: Yes, it has. 

Mr Hastings: A number of times, then? 

Mr Thornton: Yes. There are a number of occasions 
where contractors have been let go by the larger com- 
panies for that reason. 

Mr Hastings: I’m now a sort of rogue operator. How 
am I going to be reined in? Is there a record kept? 

Mr Thornton: There may be by Tembec— 

Mr Hastings: Do I just go out and cut what I want, go 
down the road at night? 

Mr Thornton: Tembec may keep a record of it. We 
don’t. Our regulatory relationship is with Tembec and not 
with the individual operator. 

Mrs Julia Munro (York North): Thank you very 
much for coming here today. A great deal has been 


discussed this morning about the issues of compliance. I 
want to come back to that issue in a couple of ways. The 
first question I want to ask you is sort of a big-picture 
question. To what degree has technology impacted on the 
whole area of compliance? It would seem to me that as 
you were discussing some of the technology that you 
alluded to earlier, that would also have an impact on your 
ability in the area of compliance. 

Mr Thornton: It’s had a dramatic impact, particularly 
information technology. We now have at our disposal 
information systems that can gather together the results 
of compliance inspections, for example, from throughout 
the province to give us some trend analyses and do that 
very quickly and in a summary fashion that’s of great 
benefit to a forest manager. Information technology has 
also provided great advances in a field known as geo- 
graphic information systems. This is the ability to pro- 
duce maps in digital form and to simulate a variety of 
activities on the landscape to try to assess their impact 
before the activities take place. 

I could go on on the science side. We’re discovering 
how to regenerate the forest more rapidly, better, more in 
tune with some cycles that would naturally take place. 
Whether it be on the science side or on information 
technologies, absolutely, there’s been tremendous appli- 
cation of both of those areas in the forest management 
field. 

Mrs Munro: I take it from that answer then that it’s 
fair to say that obviously the goals of compliance, if we 
could use that term, are increasing as the information 
technology becomes available. 

Mr Thornton: Yes, I think public expectation is also 
increasing around compliance. We’re in a better position 
now to report to the public on that than we were a decade 
ago. 

Mrs Munro: That takes us back to the comments 
made by the Provincial Auditor in his recommendations 
on forest compliance and the issue of enforcement. I just 
wondered whether, given what you have told us, his 
recommendations came as a surprise. 

Mr Thornton: No, those recommendations didn’t 
come as a surprise. The reason they didn’t is because we 
have these systems in place. In large measure the auditor 
noted that there were already feedback mechanisms 
available to MNR that gave them some assessment, 
whether it’s compliance or renewal activity or whatever 
the case may be. The auditor relied on some of our own 
internal auditing mechanisms to draw his conclusions. 

Mrs Munro: There’s an issue that was raised earlier 
that I would just like to come back to, and that is, going 
back to the auditor’s report, he refers to a gap between 
forest harvest and forest renewal. I guess, as on Ontarian, 
one has this sense of the special nature of crown lands, so 
I think this kind of comment sends a little bit of a 
concern among people. I just wondered if you could 
come back to that issue in terms of explaining how that 
gap appeared for the auditor. 

Mr Thornton: This is the gap between the harvest 
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Mrs Munro: And the renewal. 

Mr Thornton: —and the renewal. Again, the devil’s 
in the details here. It’s often difficult to make that direct 
comparison because, following harvesting of a site, the 
plans to regenerate it may be plans that cover a decade. 
So, for example, after a site’s been harvested, there’s a 
prescription obviously that says, “At a certain point in 
time, we expect this site to look like this.” Often, that’s 
10 years later, when we expect to see so many trees of a 
certain height and a certain species on the site. There is 
that 10-year lag, in this example, between when an area 

_is harvested and when it’s actually assessed for renewal, 
because it just takes a forest that long to become re- 
established on the site. 

In the course of that 10 years, many things can 
happen, many natural events. Fires can burn the area that 
you just planted. Drought is probably one of our biggest 
problems, where young seedlings can’t survive a period 
of drought in their early establishment. Insects and 
disease are other examples. 

So when we give some measures of how well the 
forest is being regenerated, we take those factors into 
consideration in those areas that do fail—and there are 
failures. There will continue to be failures, for those 
natural reasons. They go back through the cycle. Another 
prescription is prepared, treatments to that site reoccur, 
and we measure it again at some point in the future. 

The result that the auditor has noted is that the gap 
between harvest and renewal levels has been closing. 
That’s a good-news story for us, and that’s also reflective 
of the continuous improvement that we have and the 
forest industry has in understanding how to regenerate 
those sites best. 

Mrs Munro: Would you also build in some kind of 
risk management in terms of, over a period of years 
you'd have some idea of the probability of certain things, 
like the insects or the drought or something like that? 
Would that also be included? 

Mr Thornton: Yes, that’s a very good point. Where 
that’s built into the system is in determining the available 
supply of timber for harvest. We make downward adjust- 
ments, assuming losses to fire and insects and diseases, 
so that we don’t allocate a greater supply of timber than 
can be sustained. 

Mrs Munro: Are we out of time? 

The Chair: We’ ve got about three more minutes left. 

Mrs Munro: I just need to ask a question, and again it 
was raised a little earlier, about the question of the 
changes in market demand and how our forest manage- 
ment plan is able to be developed, recognizing the 
impossible in terms of not knowing clearly what those 
market demands might be, going back to the risk-man- 
agement notion of how you develop those, recognizing 
the vagaries of market demand. 

Mr Thornton: It’s difficult. For all those reasons that 
you mentioned, no company can perfectly predict what 
the market will hold in store for them in the future. I 
think what’s important from the government’s perspec- 
tive here, and from our perspective as stewards of a 


natural resource, is that demand is only one part of the 
equation. Our focus is on the supply side. What we want 
to prevent is having an industrial capacity that outstrips 
the supply, regardless of what the demand is. If the 
demand in the marketplace were 10 times what it is 
today, we’re under no obligation to meet that. Our forests 
can grow so much under certain conditions and that’s 
what the limit to industrial expansion will be. While it’s 
an important consideration and it does account for some 
fluctuations in harvest levels in response to the market, 
it’s not something to become obsessed with from the 
perspective of forest sustainability. Our job as stewards 
of that resource is to ensure that we don’t cross a line 
where we’re harvesting more timber in the province than 
can be sustained in the long term. 

Mrs Munro: I think that’s really an important 
message, because clearly we’re all aware of the fact that 
there are those fluctuations and we need to be assured 
that regardless of those fluctuations that’s the overriding 
concern. 

Mr Thornton: Right. 

The Chair: That’s about the time for that. Mr Peters 
wanted to make a comment, and then I suggest that we 
recess until 1:30 and start again with another round. 

Mr Erik Peters: The comment strictly pertains to 
information gathering or information providing by the 
ministry. Certainly the questions that were raised which 
pertain directly to our report, we’d be very happy to work 
together with you to provide you with where we got the 
information, but the flow of information should be really 
from the ministry to the committee. We’d be happy to 
work together with you. 

Incidentally, and this is maybe the opportunity to put it 
out, this was one of the audits where it was really a 
pleasure for my staff to work together with you and we 
appreciate the co-operation that was provided to us by the 
ministry when we conducted the audit. 

Mr Thornton: Thank you. 

The Chair: With that, we’ll recess until 1:30, when 
we’ ll continue on. 

The committee recessed from 1203 to 1333. 

The Chair: I'd like to call the meeting to order. We’ll 
start with another round of questioning, starting with the 
official opposition. 

Mr Patten: I was listening to the news. A friend of 
mine predicted, “In hard times the Americans will always 
claim that the free trade arrangement is of course not 
balanced and that there should be some adjustments.” I 
was interested in noting the cry from the northwestern 
states against BC and the subsidies they’re talking about. 
By the way, when they use the term “subsidy,” can they 
say that about Ontario’s situation? What is the Amer- 
ican’s argument on that? This is not related to the 
auditor; I’m just curious. But it might be educational for 
some of us. 

Mr Thornton: I'll give you a quick response and Mr 
Willick will probably want to add to this. The case of the 
softwood lumber agreement is one that has gone on for 
years and years, so there’s a rich history behind this. In 
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essence, though, the Americans have argued that the 
nature of our valuing crown timber, being so different 
from theirs because of our preponderance of crown 
timber versus their preponderance of private timber, is 
fundamentally different and the market forces in Canada 
are therefore different in determining a price for that 
timber. As a result, they will allege, because we don’t 
have identical free market conditions, as they see it in the 
US, where there’s this preponderance of private wood, 
that there is in essence a subsidy of Canadian crown 
timber. That’s sort of the nub of their argument. 

Mr Patten: That’s why they call for the federal gov- 
ernment to impose some kind of an internal tariff on 
crown land products. 

Mr Thornton: For the record, Ontario obviously 
disagrees with that assertion. We do not feel that there is 
a subsidy. 

Mr Patten: I would think so. 

Out of curiosity, can we go back to something that 
was mentioned that we addressed this morning: in plan- 
ning and harvesting, the ministry’s response to the expan- 
sion of Ontario parks and some protected areas under the 
Ontario Living Legacy. Are any of those parks protected 
totally from being harvested? What’s the arrangement? 

Mr Thornton: All of them are protected from 
harvests. 

Mr Patten: So they’re all protected. 

Mr Thornton: Yes. 

Mr Patten: In a sense, that reduced your inventory, 
and in that sense it means a little bit of a lighter load, 
which is enormous. I guess just the crown lands are 
bigger, probably, than in many of our provinces in Can- 
ada, the smaller ones anyway. 

Under the licensing arrangement, the auditor noted 
that there were 13 resource processing—I guess these are 
sawmills or whatever, operating without a current li- 
cence. Have you responded to those? By the way, did 
they give you the data you were looking for this morn- 
ing? The auditor had said there were four particular 
districts and you had said that was news to you. 

Mr Thornton: There are two questions there, one 
with respect to mill licences and one with respect to the 
four districts. 

Mr Patten: That’s right. 

Mr Thornton: With respect to the mill licences, those 
deficiencies have been corrected, so the 13 mills that 
weren’t licensed at the time of the audit are now. 

With respect to the four districts mentioned in the 
auditor’s findings, no, we don’t know where those are yet 
but we will be in consultation with the auditor to find out 
more about that. It was during a period of sampling that 
these four districts were identified and we just didn’t 
have that level of detail. 

Mr Patten: Under the recommendations on manage- 
ment practices and optimizing economic opportunities, it 
says here, “The ministry will take steps to ensure all 
operating mills are licensed and information reports are 
received.” Does that mean a change in your procedures 
with them or is it just the difficulty of being thin on staff? 
How does that work? 





Mr Thornton: The reason the 13 mills weren’t li- 
censed, as we mentioned, has to do with the fact that 
there were mergers and acquisitions taking place. Given 
that we issue these mill licences annually—which is 
changing now. We want to go to a longer period of time, 
five years. When a mill is purchased by another com- 
pany, we have to establish what the recognized operating 
level of wood consumption will be for that mill, and it 
may change with new ownership. That’s just one ex- 
ample of a delay that can be brought about through a 
change in ownership. But the important point here is that 
there are no outstanding mills to be licensed as we speak 
today. 

Mr Patten: Let me ask a technology question first, 
somewhat expanding on the questions of my friend 
across the way. What computerized systems do you have 
that enable you to gather the information, store informa- 
tion and communicate with your clients? What do you 
use? 

Mr Thornton: That’s a far-reaching question. As the 
ministry goes, the Ministry of Natural Resources iS 
probably one of the most highly automated in the public 
service. I would hazard to say that virtually every em- 
ployee either has a computer on their desk or has access 
to it. We make extensive use of information systems to 
share information from one part of this province to 
another. 
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In addition to that, as I’ve mentioned earlier, we ve 
placed a lot of emphasis on geographic information 
systems. These are systems that have information about 
the landscape that allows us to simulate into the future 
current management activities. It allows us to, for ex- 
ample, compensate for some of the losses we may experi- 
ence in different fire scenarios. It allows us to consider 
the impact of disease and insects on the forest. It allows 
us to adjust our harvest levels for different degrees of 
utilization and so on. We’ve made extensive use of that, 
and so has the forest industry at the same time, for the 
very same reason: to improve their forest management 
planning. 

I could go on into the science side of things in terms of 
the information and technology being brought to bear 
there, but I think the basic message is that this is a min- 
istry that has really focused on that particular oppor- 
tunity. In fact, we have a whole division that is dedicated 
to science and information in this ministry and I think it 
has really set us apart from some other jurisdictions in 
Canada in that respect. 

Mr Patten: Do you utilize satellite imaging? 

Mr Thornton: Yes, we do. 

Mr Patten: How sophisticated is that? 

Mr Thornton: Very sophisticated; it’s very expensive 
too. You have to purchase that from the federal govern- 
ment, from satellites. The problem with most satellite 
imagery right now is that relative to its cost the benefit 
isn’t there for us in that you tend to get very coarse 
information and not at the detailed level of inventory that 
we require. That’s why we use low-level aerial photo- 
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graphy to give us better pictures of the trees that are 
growing out there and to develop maps from there. 

Mr Patten: I just have a couple of questions. John, I 
don’t know if you have any? 

Mr John C. Cleary (Stormont-Dundas-Charlotten- 
burgh): Yes, I do. 

Mr Patten: On the enforcement side, how is your 
staffing there? Obviously your staffing has dropped 
because your role has changed somewhat, but there’s still 
an enforcement responsibility. How have your resources 
been affected, or have they been affected, in terms of 
enforcement? 

Mr Thornton: On the enforcement itself, and I’m 
taking that term literally—we equate “enforcement” to 
our conservation officers—there has been no reduction in 
the number of conservation officers since 1995. So 
throughout that change, that transition that our deputy 
spoke to, we have held constant the number of con- 
servation officers responsible for enforcement. There 
were reductions, and those were in the compliance 
functions that we’ve talked about and those reductions 
were concurrent with transferring that responsibility for 
compliance to the forest industry. 

Mr Patten: The auditor in his review made a couple 
of comments, one about the issue of consistency between 
district offices in their reading of penalties, warnings, 
severity of penalties, this sort of thing. The response they 
got from some at the ministry was, “We give them a 
chance to take corrective action,” but then in following 
up on that they gave an example in the report—I’m sure 
you’re familiar with it—where in one particular area, in 
two districts they cited over 100 instances of wasteful 
practices. The implication would be that the ministry was 
a little light on the transgressions. What’s your response 
to that? 

Mr Thornton: First of all, we agree that there is room 
for improvement here and we have followed up on those 
instances. One of the benefits we have with this new 
information system is to be able to look at those trends 
beyond simply one small management unit and see if 
we’re finding reoccurring problems on a larger scale. In 
each of those instances of non-compliance there is a 
follow-up to make sure that remedial action occurs. The 
problem is that some of these instances of minor non- 
compliance can be as little as, for example, “We found 
some garbage on the site. Go pick it up. There’s garbage 
left on the site.” You don’t know if that’s from the timber 
operator or that’s from the moose hunter who was there 
last fall. That’s an example where you’d say to them, 
“Go fix it. We’re not going to give you a penalty, we’re 
not going to take any more action as long as you go and 
pick up that garbage.” That’s a minor example. 

There are more serious examples, one of which I’ve 
spoken to, and that is when a water crossing is im- 
properly installed that results in siltation that can damage 
fish habitat. That’s a very serious matter and that’s a 
matter which we focus our attention on. 

Mr Patten: Have you revoked any licences or not 
renewed any significant licences in the last couple of 
years? 


Mr Thornton: I know that we have never revoked a 
long-term licence, a sustainable forest licence. We did 
have one example where a company was not performing 
to our expectations, and rather than renew that licence for 
a 20-year period—and this is how these licences actually 
work; they’re 20-year licences and they are renewed to 
20 years based on successful performance. There was one 
example where a company didn’t perform up to our 
expectations and we let that tick down to 15 years, and 
less than that, until their performance improved. That is 
seen as a threat to them because it effectively reduces 
their tenure and in turn can make it more difficult for 
them to raise capital for their operations. 

That’s probably the best example that comes to mind. 
There may have been examples where a very small oper- 
ator stole wood or something like that where we can- 
celled the licence, but in terms of the large companies, 
that’s the only example that comes to my mind. 

Mr Patten: When a financial penalty is imposed, how 
does that work? How does the ministry proceed with 
that? 

Mr Thornton: It can take two forms. One is an ad- 
ministrative penalty and the other is an actual offence 
where you go to court. In the case of an administrative 
penalty, we review the situation, determine if there in fact 
has been a violation, and we say, “Here’s a penalty; 
please pay it.” If they agree with it, it’s paid. If they 
don’t, they have the opportunity to take that to a court. 

The more serious infraction actually goes directly to 
court, where we’re in front of a judge or a justice of the 
peace and he administers justice under the Crown Forest 
Sustainability Act. 

Mr Patten: How frequent is that and what would be 
the largest penalty that has recently been served? 

Mr Thornton: I don’t have that information at my 
fingertips. In my personal experience I’ve been involved 
with some that were tens of thousands of dollars. Fifty- 
thousand-dollar penalties, for example, are not un- 
common. 

Mr Cleary: We hear a lot about forest fires. Is that the 
responsibility of the licensee or the MNR at the present 
time? 

Mr Mike Willick: The Ministry of Natural Resources 
is responsible for forest firefighting. 

Mr Cleary: So that hasn’t changed. 

Mr Willick: That hasn’t changed. We do have 
partnerships with the forest industry to take initial action 
on fires on their limits, to be prepared and to support our 
activities. It’s a partnership, but we provide, by and large, 
the initial response in the firefighting capacity in the 
province on crown land. 

Mr Cleary: So those are still employees of MNR that 
fight the fires? 

Mr Willick: We have a core group of employees 
within the fire program in the ministry who handle initial 
attack—firefighters, pilots, support staff—and we hire 
contract people to help us in the far north. Aboriginal 
people are formed into crews and they help us. In the 
more industrial part of the province, industrial forest, we 
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have contract crews that have to meet our standards. 
That’s the big thing. They meet the fitness standards, the 
training standards, and they’re rostered and available for 
short-term hire. 

Mr Cleary: So the policy’s pretty much the way it 
was before, then. 

Mr Willick: Yes. 

The Chair: Any other questions? 

Ms Martel: I’d actually like the auditor to give us 
some clarification with respect to compliance, because 
there was some confusion over the reference that you 
made, Erik, on page 231 to a three-month period in 1999 
where the ministry performed over 650 inspections in 
areas where responsibility had been transferred to the 
forest management company. Can you explain what that 
reference is? 

Mr Peters: In what way? 

Ms Martel: When we questioned the ministry about 
that, they didn’t understand what the reference to the 
three months was. As I read that I assumed it was a 
specific, special effort that was made by the ministry to 
review compliance on land where industry was 
regulating. Are we wrong in assuming that? 
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Mr Gerard Fitzmaurice: No. The period is April to 
June 1999. The ministry has a report that they produce 
quarterly. That was the most recent one at the time of the 
audit when we first went out there. This report gives 
inspections by area. It shows how many inspections were 
done by the ministry and the results of those inspections, 
and how many were done by the industry and the results 
of their inspections. What we have done is take out the 
ones where the ministry itself or the crown units have 
done all the inspections and the ones where the industry 
did all the inspections—just the ones where there’s 
duplication. 

It is true that in some areas inspections are more 
focused on problem areas. But in other regions we spoke 
to the people in the field who do the inspections and I 
think they are of the opinion that they’re doing pretty 
much the same job they did before. So I think it’s a vari- 
ation throughout the province. We can’t really extrapol- 
ate out of that report which ones are targeted and which 
ones aren’t unless we actually went and reviewed all 600 
of them. 

We think it’s a problem. It may not be of the magnit- 
ude that would first appear in that graph, but we think it 
is a problem. There is duplication. I think what we have 
tried to emphasize is that the ministry should be more 
focused in what they do and oversee the work that is 
done by these company inspectors. In some cases, they 
are redoing inspections. 

Ms Martel: The 650 refers to a three-month period, 
and the 650 inspections exclusively by ministry staff 
were to review what had been done by industry staff, am 
I correct? Is that what that reflects? 

Mr Fitzmaurice: No, it wouldn't. It would be a mix. 
Some would be targeted inspections by the ministry; 
some would be unfocused, regular inspections. 


Mr Thornton: If I may help. 

Mr Fitzmaurice: OK, go ahead, Bill. 

Mr Thornton: I think we’ve left a mistaken im- 
pression that there was a special investigation comprised 
of 650 inspections focused on a particular geographic 
part of the province. That’s not the case. What happened 
was, during that year, there were about 2,000 inspections. 
The period of time chosen by the auditor to make the 
findings was a three-month period where 650 inspections 
throughout the province were looked at. 

Ms Martel: So the reference, for example, to $5.2 
million to employ over 40 staff was not special? You 
regularly have $5.2 million for 40 staff who carry out 
those inspections? 

Mr Thornton: Yes. 

Ms Martel: That was 2,000 inspections in total by 
industry and the ministry? 

Mr Thornton: No. 

Ms Martel: Two thousand by MNR? 

Mr Thornton: Right. 

Ms Martel: Is that more or less than you would have 
done this year or in the year before the audit was done? Is 
that about an average? 

Mr Thornton: I'll give you a sort of summary, if I 
can. 

Ms Martel: Sure. 

Mr Thornton: Forgive me if my numbers aren't 
precise; I don’t have them at my fingertips. In the year 
2000, we’ll probably do something close to 6,000 
inspections in total: roughly 4,000 of those by the forest 
industry and roughly 2,000 by MNR. If you were to go 
back to an earlier period of time, say 1995-96, when only 
MNR was doing inspections, that figure would have been 
closer to 4,000 inspections. So over the period of time 
from 1995 to today, we’ve gone from about 4,000 in- 
spections to 6,000, and over that period of time, ob- 
viously industry has come on stream and now accounts 
for two-thirds of the 6,000 inspections being done 
annually. 

Ms Martel: I guess my concern would be the quality 
of the inspections being done by industry. I hear you 
telling us that more inspections are being done overall. 
But even in that snapshot the auditor pointed to a serious 
problem where MNR inspectors themselves would have 
had orders for, or identified, far more violations than 
industry. So I’m not clear how much further ahead we are 
if the quality of the work being done inside the private 
sector is not identifying the violations that are there. 

Mr Thornton: Yes, and this is the difficulty we have 
in interpreting summary data. As I mentioned earlier, 
MNR’s efforts tend to be more focused on the problem 
sites, although not completely, so we have a higher 
incidence of non-compliance, whereas the work a forest 
company does tends to be more random, looking at the 
scope of their operations. As a result they’re getting 
fewer instances of non-compliance, as a percentage. 

Ms Martel: But wouldn’t it be the reverse? Bear with 
me for a second. You’ve got a forestry company that’s 
now responsible for a single unit, right? 
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Mr Thornton: Right. 

Ms Martel: I assume their inspectors would be much 
more knowledgeable about their unit than an MNR 
inspector, who could be doing inspections in a number of 
units. So I would expect exactly the opposite. I would 
expect the company to be able to identify, much more, a 
violation on their own property—I use that term loosely; 
I know it’s not theirs—because that’s the only unit 
they’re responsible for. 

Mr Thornton: Let me go back to the nature of the 
compliance plan and how we follow up on that. When a 
company submits to MNR their compliance plan for the 
upcoming year, we require it to cover the scope of their 
operations. We don’t say to them, “Just go out and deal 
with the areas you think are a problem.” We want them 
to look at the scope of their operations. Frequently, in the 
course of carrying out those inspections, they’1l report to 
us, “We’ve found an instance of non-compliance.” Im- 
mediately one of our people will go out and visit that site. 
So right off the bat, our people are going to an instance of 
non-compliance. Ours are not as random as the industry’s 
efforts in terms of inspecting a site. 

Let’s say there is an example of non-compliance—I’ 1] 
use my garbage example. It may be that we go back to 
that site a couple of times to make sure the garbage is 
picked up. Now we’ve had three instances where an 
inspection of non-compliance is submitted to the system. 
We’ ve gone back and checked it three times, whereas the 
company visited that once and said, “There’s an example 
of non-compliance.” All I’m trying to do is point out with 
some caution here the fact that these numbers can be 
misleading if you don’t take into account the random and 
non-random nature of the inspections. 

Ms Martel: Except you’ve already told the com- 
mittee—and correct me if I’m wrong—that by and large 
MNR is going to problem spots. So I wouldn’t assume 
that MNR is going back three times to do inspections for 
garbage. You’re going back to problem areas, as I think 
you ve already told the committee. 

Mr Thornton: That’s right. I used a poor example. I 
should have said a water crossing that takes three months 
to repair or whatever the case may be. 

Ms Martel: I’m suggesting you’re going to areas 
where there are serious problems. I’m supposed to 
understand that, is that correct? 

Mr Thornton: Yes. 

Ms Martel: It’s not adding up for me in terms of your 
saying MNR might be doing some of these inspections 
and we shouldn’t assume that just because the industry is 
not picking these up, they’re less or more serious. You’re 
already going into areas where serious problems have 
been identified. Why wouldn’t we continue to have an 
ongoing concern that while you’re picking up the serious 
incidents and trying to deal with those, the industry is not 
picking those up, or maybe they’re just letting them go in 
some cases, they’re not being as stringent as your folks 
are? 

Mr Thornton: Again, when we have a report of non- 
compliance, regardless of its significance— 

Ms Martel: Your own staff or industry? 


Mr Thornton: —we visit that. In the case of garbage, 
you’re right, we would record that non-compliance, and 
hopefully it’s fixed within a day or so and it’s over with. 
But if we go to a site where it is more serious, a water 
crossing has washed out and we say “Fix it,” and fixing it 
is going to take a period of days or even weeks, then 
every time we go back to that site, we’re recording an 
instance of non-compliance. If you visit five times during 
the course of that repair taking place, you have five in- 
stances of non-compliance, compared to the one instance 
reported by the company when they first brought it to our 
attention. Those are some of the dangers in comparing 
these numbers, and that’s my only point. 

However, I do concede the point you made that there 
are cases where a company inspector and an MNR in- 
spector may visit a site and look at it, and it calls for a 
judgment as to whether or not that is in compliance. 
There may be a difference of opinion there. 

I wish it were as simple as black and white: you either 
harvested on one side of this boundary line or you didn’t. 
For example, if you visit a site and there are standing 
trees left on the site, that could be wasteful practices. 
However, our guidelines for wildlife habitat require cer- 
tain numbers of cavity trees to be left for nesting pur- 
poses for certain birds. However, the Ministry of Labour 
says, “If they are in a very poor condition, such as could 
be a safety hazard, they need to come down.” At the 
same time, the operator is saying, “I don’t want to waste 
my time harvesting a tree that I may not have a market 
for because I’ve got a market for the softwood but not the 
hardwood,” for example. 

So now you’re looking at a site and you’re considering 
all those dynamics at once, and inspectors decide whether 
or not this is a case of wasteful practice. That’s where the 
training comes into effect. That’s where we’ve tried to 
bring the parties together on the site to have some con- 
sensus as to whether that’s an example of an infraction or 
not. 
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Ms Martel: Is MNR going to increase its own in- 
spections of industry inspections in response to the 
auditor’s comments? 

Mr Thornton: I’]l defer to my colleagues here. I 
don’t think there are any plans to increase the staff 
complement in compliance for the coming year, but I’m 
not privy to that information. 

Mr Willick: That’s true. We don’t have plans to in- 
crease the staff complement to do that. The secret is to 
make sure we’re focusing on the right areas, collecting 
the right data, and training the people so we have a 
common understanding with the forestry industry of what 
needs to be collected and reported on. 

Mr Hampton: This may sound like going over an old 
horse again, but I just want to be clear on something. In 
the auditor’s report, the auditor identifies four MNR 
districts where most of the compliance problems are 
coming from. I want to be clear that we’re going to find 
out what those four districts are, we’re going to get that 
information. 
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Mr Thornton: Yes, we are. 

Mr Hampton: And you’re going to make that infor- 
mation available to the auditor? How is this going to 
work? 

Mr Peters: We are going to tell them what we have 
and the ministry will let you know what the four are. 

Mr Hampton: OK. I’m sorry if I’m picking on this, 
but I want to make this clear. The auditor says, and this is 
what I understood, “The ministry’s role is to monitor the 
inspection process”—not to do the inspection process but 
to monitor. Then the auditor’s report says, “However, 
over a three-month period in 1999, the ministry per- 
formed” all these inspections. What I want to know is, is 
this monitoring or is this inspecting? Is it within what 
was anticipated when compliance was turned over to the 
private sector or is this different than what was anticip- 
ated? Because from the auditor’s report, the auditor says, 
“MNR’s job now is to monitor.” But then there is the 
“however’—however, MNR went out there and started 
doing its own inspections of areas that had already been 
inspected by the private sector and found a lot more 
violations. So are you monitoring now or are you 
inspecting, and is this different than what was originally 
anticipated? 

Mr Thornton: This isn’t different than what was 
anticipated. We knew that the effort in inspecting forest 
operations will go mostly to the forest industry, with a 
role for MNR to do the spot checking. If the very coarse 
numbers that I’ve given you are any indication for last 
year, two thirds of the inspections are in fact being done 
by the forest industry and one third by the ministry. We 
think that is the kind of level of oversight that is 
necessary to say with confidence that we have a handle 
on the inspection activity of the forest industry. 

The auditor has pointed out, I believe, if I interpret this 
correctly, that even that may be more than is necessary. 
Our deputy has responded by saying, “If there needs to 
be some overkill, if there needs to be some redundancy of 
effort, this is an area where I’m happy to see it because of 
the contentious nature of this activity.” 

Mr Hampton: The auditor recommended that you 
essentially do a compliance and enforcement review, and 
I believe the deputy referred to a compliance review by 
MNR in 1999. Are there any documents about the 
outcomes of that review? 

Mr Thornton: Yes, there is a document. 

Mr Hampton: Do we have that? 

Mr Thornton: I don’t know if you have it. It’s an 
internal document that we’re acting on and we’re still in 
the process of making sure its recommendations are 
followed. 

Mr Hampton: Does the auditor have that document? 

Ms Martel: Can I just be clear that that is in response 
to the auditor’s comments? Because I thought the auditor 
completed his review after L999: 

Mr Thornton: You’re right. 

Ms Martel: All right, so— 

Mr Thornton: We were already, of our own accord, 
undertaking a review in 1999 of the compliance function 


before the auditor appeared on the scene. That has re- 
sulted in a report and we’re acting on that report. In 
addition to that, we committed, in response to the audi- 
tor’s findings, to undertake a further review. That review 
has not yet been initiated because we want to get the 
results and the actions in place from our original 1999 
review before we start another one. 

Ms Martel: Can I ask what the difference is between 
the two? 

Mr Thornton: The other one hasn’t even started yet. 
The review that we have committed to the auditor to 
undertake hasn’t been initiated yet. 

Ms Martel: But what’s the difference in terms of the 
one you’ ve already completed? What are you looking for 
that’s different? What are you going after that’s differ- 
ent? 

Mr Thornton: Probably there won’t be a huge differ- 
ence. It will be in degrees of implementation. For ex- 
ample, the one that we undertook in 1999 was really to 
assess the early years of this new arrangement where the 
forest industry was taking greater responsibility in 
complying. 

Since that period of time, we have new players on the 
scene. We’ ve got the ability now to do some trend analy- 
sis in terms of compliance problems and I think you’ll 
see in the upcoming review we’ll learn from some of 
those mistakes, some of those pieces of information, that 
feedback, and hopefully be able to continuously improve 
here: 

Mr Hampton: So that part of the auditor's recom- 
mendations, even though your response was you will 
initiate a review, you have not done that. So the com- 
pliance and enforcement activities review hasn’t hap- 
pened, as required by the auditor’s report. 

Mr Thornton: That’s right. It has not been initiated 
yet. 

Mr Hampton: There are some other points he made. 
He said, “Identify areas at high risk of non-compliance 
where ministry inspection staff should focus their 
efforts.” Has that happened? 

Mr Thornton: Yes, that is happening on an ongoing 
basis and I think it’s partly reflected in the explanation 
I’ve given as to why it’s difficult in comparing those in- 
stances of non-compliance. We have always and we will 
continue to focus our efforts on areas where we think the 
greatest problem exists and therefore the higher prob- 
ability of non-compliance. 

Mr Hampton: So I'll ask the question I asked this 
morning: Is that done strictly on a subject basis, or is it 
also done on a geographic basis, or is it done on a com- 
pany basis? You indicated earlier that one company was 
told, “We’re not going to extend your licence because 
you’re simply not living up to the requirements.” So is it 
done on a subject basis, an area basis—that is, a district 
basis—or is it done on a company basis? 

Mr Thornton: It could be any combination of those, 
depending on the circumstances. I know that sounds like 
a vague answer, but I’ve given you one example where 
it’s a Subject basis, water crossings, for example. I’m also 
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very familiar with situations where within a management 
unit, because there are different contractors undertaking 
those activities within the management unit, you’re more 
likely to look at contractor XYZ as opposed to contractor 
ABC. 

If we felt there was a particular problem beyond that 
with a company or in some cases even fraudulent activ- 
ities, then we could also mount an undercover investi- 
gation to look at that, and that has happened in the past. 

Mr Hampton: Even though it sounds in this report as 
if the three months were a special three months, I now 
accept that this is not special, this happened in 1999. So 
what you’re saying is, this work was ongoing in the year 
2000. You would have gone out there in 1999-2000 and 
you would have continued to do these inspections. The 
results in 1999 showed that there was a significant 
disparity, industry saying, “We’re in compliance,” MNR 
staff saying, “Oh, no, you’re not.” What were the results 
for the year 2000? 

Mr Thornton: I don’t have those at my fingertip, but 
I think in an earlier undertaking we said that we would 
provide you with that. 

Mr Hampton: And for the year? 

Mr Thornton: The year 1999-2000. 

Mr Hampton: Yes, OK. 

The other issue is, obviously some of the enforcement 
also depends upon compliance. So what have you done 
on the enforcement end, given that you’ve found some 
problems with respect to compliance? For example, in 
those places where MNR staff have found companies not 
in compliance and the industry has said, “We’re in com- 
pliance,” what happened in those cases? 
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Mr Thornton: In all cases where we find instances of 
non-compliance, there’s a follow-up action. As the audi- 
tor has pointed out, it can be anything from a warning to 
an administrative penalty or a court-imposed decision on 
an offence. No instance of non-compliance is left un- 
attended to. I can’t give you any more information than 
that until we get into the specifics of a particular instance 
of non-compliance. 

Mr Hampton: Do you know, for example, how many 
charges would have been laid, say, under the Public 
Lands Act, or how many charges would have been laid 
under the Crown Forest Sustainability Act? Do you keep 
that information in terms of compliance? 

Mr Thornton: It would be kept. Again, I don’t have it 
at my fingertips. 

Mr Hampton: So you'd have it for 1999? 

Mr Thornton: Yes, we should have charges under— 
Mr Hampton: You’d have it for 2000? 

Mr Thornton: For 2000-01? Probably not, because 
we’re still in the midst of 2000-01. 

Mr Hampton: I believe this refers to 1998-99. So 
there’d be 1999-2000, and then we’re just coming to the 
end of 2000-01. So you should have it for last year. 

Mr Thornton: We can undertake to provide that. I 
can’t guarantee you that that summary has taken place, 





but it seems reasonable that that information should be 
available. 

Mr Hampton: Could we get it for 1998-99 and 
1999-2000 and, when it becomes available, 2000-01? 

Mr Thornton: Yes. 

Mr Hampton: Just one other question that I found 
troubling, and that has to do with the forest renewal trust 
fund and the auditor’s point that there were several com- 
panies that were not maintaining their minimum balance, 
and in fact a company that was totally, I would think, in 
breach of the act. How can that happen? How can a 
company not be putting into the trust fund the required 
amount of money on a periodic basis? 

Mr Thornton: OK, this is going to take me a while to 
explain. The way the trust fund works, as you know 
better than almost anyone— 

Mr Hampton: There have been some changes to it. 
I’m not sure I like any of those changes. 

Mr Thornton: Then for the benefit of the committee, 
as crown timber is harvested, there is a set fee, which is 
deposited into a trust fund. That money is held in the 
trust to be used only for regenerating the area that has 
been harvested. As part of the design of the trust fund, 
the government insisted that there be a minimum balance 
in place at one point, March 31 of each year. The reason 
it insisted on that is that it wanted to make sure that there 
was always at least one year’s worth of money available 
to regenerate the site that had been harvested. 

Why one year and why the need for this? It was an 
insurance policy, if you will, because during the course 
of a year, for example, if any unforeseen event were to 
arise, there would still always be money set aside to 
regenerate this area. So that’s the reason for the mini- 
mum balance. That was roughly approximated at one 
year’s worth of renewal cost by a management unit. 

Mr Hampton’s point is correct: some companies on 
March 31 of a given year have not met that prescribed 
minimum balance. The reason for that is varied, for 
example, the Domtar strike at Nairn. Timber wasn’t har- 
vested. Because timber wasn’t harvested, monies weren’t 
paid into the trust and they didn’t meet their minimum 
balance requirements. Nevertheless, the renewal work 
took place. 

In all of these instances where a minimum balance 
hasn’t been met, we require the company to report to us 
as to why and to give us a plan as to how it’s to be 
corrected. In that instance, Domtar said, “As soon as the 
strike is over and we’ve resumed harvesting timber, don’t 
worry, we’re going to be putting the money in.” 

The more common example is where management 
units are being merged. What happens is that a company 
will say, “Look, I’m in a surplus situation on this unit; 
I’m close to the edge on this other one. My future plans 
are to merge these together, and there’s no question that 
Pll be well over my minimum balance when that hap- 
pens, but I’m in a transition here where I will miss that.” 
That was very frequently a situation that we ran into. 

The important point here to leave with the committee 
is this: right now the minimum balance as aggregated 
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across those participants in this trust fund arrangement is 
to be $90 million. If you look at our balance today, we 
have $155 million in there, so there really is no fear that 
this trust is being depleted or is in danger of not living up 
to its original expectations. But there are these manage- 
ment-unit-specific cases where minimum balances have 
not been met. 

Mr Hampton: There was one company that was a 
more serious situation. It wasn’t a question of minimum 
balance; they were, as I understand it, in a deficit. How 
did that happen? 

Mr Thornton: Poor timing in terms of the processing 
of an invoice. As I mentioned, the minimum balance is to 
be met on March 31 of each year. This is a company that 
had sent in an invoice to draw monies out in April that 
was processed by the trustee faster than expected, and as 
a result they had a deficit on March 31, which then 
became a surplus after the fact. So it was a timing in- 
stance. We investigated that particular example to deter- 
mine this, and it has been rectified to our satisfaction. 

Mr Hampton: I want to go back to compliance and 
enforcement. I just want to be clear on this. Since the 
auditor asked for it, in effect a review of compliance and 
enforcement, and the ministry committed to it—and this 
is 1998-99: we’re now in 2001—when is this going to 
happen, this review of compliance and enforcement 
activities, the one the auditor asked for a year ago? 

Mr Thornton: I’m presuming it’s going to happen 
within the next year, but not being with the ministry now, 
I’ll defer that to Mike. 

Mr Willick: I want to make sure it’s clear that this is 
just good management practice that we’re talking about. 
We had some ideas on how to fix the system back in 
1999. We’re putting them in place now. We need to look 
at how that is working. Then, in answer to the auditor’ s 
report, we look at it once again and fix it again. This is an 
ongoing thing. I would commit to within a year. Within a 
year we will do the review that’s in question. 

Ms Martel: Can I just be clear, Mr Willick. You don’t 
see any specific changes as a result of what the auditor 
said? It sounds like it’s just more of the same. I’m not 
trying to undermine your process, because it’s a very 
important one, but I would have thought, as a result of 
the auditor identifying what he did, that there would be 
some more significant changes, I guess is the way to 
describe it, with respect to the report, what you're 
looking for and what you plan to do. 

Mr Willick: I’m hoping, as we implement the review 
that was ongoing and completed just when the auditor 
was doing his report, that we would have woven within 
our actions the good thinking that the auditor has brought 
forward to us. 

Ms Martel: In terms of the review, let me ask you if 
you’re doing this or would consider this in response to 
what the auditor identified. Clearly we’ ve seen today that 
there are cases where the ministry identified violations 
and cases where the industry did, and there’s quite a 
discrepancy. Is the ministry able to track those cases 
where that difference exists to determine the seriousness 


of the violation, then? You may assume that there are 
some violations that are minor and so we missed it, but 
are you in a position to track those cases where the 
discrepancy existed to determine if the violations are 
indeed quite serious and whether it was just wilful 
negligence on the part of the company or training or that 
they were missed? 

Mr Thornton: Yes, we can track them. We have 
categories, if you will, as to the significance of the 
infraction, and obviously the more serious the infraction, 
the more emphasis we would put on tracking that. We 
need to track it not only in terms of the type of infraction 
but also, as pointed out by the auditor, whether or not we 
have a repeat offender on our hands there as well. 

I should back up for a moment and give a broad 
comment on this whole matter of compliance, because I 
know the environment under which the forest industry is 
now operating has changed compared to a decade ago. 
Where they tried in the past to get away with matters of 
non-compliance, there’s really no benefit to them today, 
for two reasons. First of all, if it’s taking the best wood 
and leaving the rest, we’re at a finite point now where 
there simply is very little wood available beyond that 
which is committed. So they’re really stealing from 
themselves if they leave wood on a site that they could 
otherwise use. 
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Now, for example, we have companies spending a lot 
of effort in taking the tops of trees that 10 years ago 
would have been left on a site without any question. In 
fact, the day will probably come where we're concerned 
that too much fibre is being removed from a site. The 
whole issue of wasteful practices is one that’s already 
diminishing in terms of its significance to the industry 
and, in some respects, to us. 

The other thing that’s happening is that these com- 
panies are in an international environment where they’re 
under the microscope by not only their shareholders but 
some very sophisticated environmental groups. Now you 
see companies aligning themselves with these environ- 
mental groups to say that, “We want to adopt your 
certification system, to be reviewed by the Forest 
Stewardship Council, for example, to get certified under 
that environmental certification system, to prove to our 
shareholders, to prove to our customers nationally and 
internationally that we are good stewards of the re- 
source.” So there’s been that change in the whole overall 
environment in which these companies play where in fact 
they’re very proud to say, “We have our own compliance 
system now. Here are the kinds of things that we report 
on. Here’s the remedial actions that we take of our own 
accord, quite apart from that which is imposed upon us 
by the government.” 

I think that’s a good signal. That has really helped our 
case in recent years. Companies have really focused on 
the stewardship role that they have, as it’s seen by their 
shareholders and their customers. 

Ms Martel: I appreciate that. Water crossings, for 
example, which MNR would consider a serious contra- 
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vention for fish and wildlife, might be very important to 
MNR and not so important to some of these companies, 
because it has little to do with selling their product in that 
respect, right? 

Mr Thornton: Although, in difference to that, where 
environmental groups have, of their own accord, taken 
investigations—some groups have done this in Ontario, 
where they’ve investigated the activities of companies. 
The area they have focused on most heavily is, in fact, 
water crossings. 

It is on their radar screen. That’s my message. It is on 
the radar screen of more than just MNR and the com- 
pany. The environmental community is focused on this as 
well. 

Ms Martel: Can I go back to the trusts? We checked 
with the Clerk’s office this morning to see when your 
trust documents were tabled, because if I understand the 
act correctly, those documents are to be tabled annually 
as well. 

Mr Thornton: These are the— 

Ms Martel: The forest renewal trust fund and the 
forestry futures trust fund are supposed to be tabled in the 
same way as the forest management documents. The last 
one that was tabled was the year ending 1997 for both 
documents. Can you tell the committee why you’re so far 
behind again in tabling these public documents? 

I would expect they’re important indicators, especially 
the renewal, of the level of investments in regeneration 
that a lot of members of the public would be interested 
in. So why is the ministry out of compliance so sig- 
nificantly? 

Mr Thornton: To be honest, I thought that there were 
more current versions of that that had been tabled. I'll 
undertake to find out where those are. 

Ms Martel: For the forestry futures, the last report 
was June 1998, which covered the year ending March 31, 
1997. That is the same for the forest renewal trust fund 
document. 

Mr Thornton: OK, 1997-98 is the most current 
version, then. 

Ms Martel: No, ending March 31, 1997. They were 
tabled in June 1998 with the Clerk’s office. 

Mr Thornton: Oh, sorry, OK. 

The Chair: Can we go on to the government members 
now. 

Mr Hastings: Mr Thornton, I'd like to continue along 
the lines of the compliance situation. Do you folks have a 
common, formatted compliance reporting system that the 
ministry and the industry use that would record the types 
of incidents—major, minor, dates—whatever type of data 
you would have on those? I assume it’s a computerized, 
formatted situation. 

Mr Thornton: Yes, we do. 

Mr Hastings: Would it be possible to provide the 
committee with a copy of that type of report? 

Mr Thornton: Yes. We can provide you with a copy 
of a standard inspection report. 

Mr Hastings: OK. I presume that a report where there 
are serious problems, either of an environmental nature 


Or a wastage of wood—are those considered major, 
serious incidents? 

Mr Thornton: It depends on the magnitude. I'll give 
you an example. A very common example we run into is 
that when wood is harvested on a site, it’s usually 
brought to roadside where, in turn, it gets trucked to the 
mill. When wood is brought to roadside, there is often 
wood placed underneath the pile that gets pushed down 
into the snow or the mud or whatever the case may be 
and it’s not visible until the spring. Even though the 
wood is trucked away in the wintertime, in this example, 
a return inspection in the spring may discover that under- 
neath the snow there are in fact pieces of merchantable 
crown timber that should be removed from the site. In 
that instance, we would look at that as a minor instance 
of non-compliance. We would order the company to go 
pick that wood up and away it would go. 

A more serious example, and this has happened, 
would be where you have an operator working at night— 
some of these operations are 24 hours a day. They’re 
working in the dark, obviously; they crossed the bound- 
ary line where they were not to have crossed and they are 
now harvesting outside of their allocated block. In some 
instances it may even be a problem because there may be 
a specific value there that you’re trying to protect, an 
Osprey nest or you name it. In that instance—a more 
serious matter, obviously—we would take more serious 
action in terms of administrative penalty and require 
them to immediately correct any damage to the value that 
may have been incurred there. 

Mr Hastings: When you talk about financial penalties 
or administrative penalties such as changing the lease 
date, which is usually 20 years— 

Mr Thornton: Yes, the licence. 

Mr Hastings: —back to, say, 17 or however that 
happens with that particular company, can the ministry 
provide this committee with the amount of money on an 
annual basis of financial penalties for the problems that 
have occurred in the last five years? I guess it would 
show financial penalties, major incidents, minor, how- 
ever you define those, which are already predetermined 
in terms of the definition. 

Mr Thornton: Yes, we’ll undertake to provide that 
information. 

Mr Hastings: To go back to the auditor’s report with 
regard to the fiscal reporting of these trusts, do you folks 
have on record, even up to 1997, a breakout of the ex- 
penditures of these trusts according to training and 
development, silviculture research or whatever the 
categories would be, or is it not broken out that way? 

Mr Thornton: It’s not broken out that way. The 
monies in the forest renewal trust are only available to be 
spent on activities that regenerate a harvested area. 
Training is not part of that, research is not part of that. 
Does that answer your question? 

Mr Hastings: Where does research come into either 
trust in terms of trying to improve the soil, trying to 
improve the seedlings? My impression is that back in the 
old regime, 20 or 30 years ago, MNR used to have a lot 
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to do with it in terms of being the supplier, the developer 
of a lot of the seedlings. Is that a correct impression or 
am I off base a bit? 

Mr Thornton: No, your impression is correct. We 
used to operate tree nurseries, for example. With respect 
to your question as to how that science is now paid for, it 
comes out of MNR’s operating dollars, which are distinct 
from the monies that are held in the trust funds. 

Mr Hastings: So we’re still involved in research 
funding but not in the actual carrying out of the research. 
It’s done by the universities, by the companies or a 
consortia of companies. 

Mr Thornton: Yes. To give you some perspective 
here, of the $60 million or $70 million that’s spent an- 
nually in the forest program, roughly 20% of that is spent 
on the science and related activities that you’re describ- 
ing. We continue to place a lot of emphasis on the 
science. 

Mr Hastings: That’s under the forest renewal trust? 

Mr Thornton: No, these are— 

Mr Hastings: That’s separate from either trust? 
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Mr Thornton: That’s right. Just to reiterate, the trust 
funds have very distinct purposes particularly focused on 
regenerating areas that are harvested and some other 
specific uses. That’s distinct from MNR’s operating 
dollars, which are used to pay for science and informa- 
tion and other things. 

Mr Hastings: You’ve been in this business quite a 
while, in terms of your profession. Do you have a for- 
estry designation? 

Mr Thornton: Yes. 

Mr Hastings: Having read Doug Fisher over the 
years, as a layman, that’s been one of his areas of con- 
cern. I can recall from reading some of his columns that 
he used to be concerned about the lack of generation by 
either government ministries or by companies in terms of 
the different types of wood that would be required, since 
Canada still employs about 100,000 people, indirectly or 
directly. I don’t know how good that number is. 

Mr Thornton: That’s more like Ontario’s figure. 

Mr Hastings: OK. So he was saying—this would be I 
guess in the early or mid-1990s—that Canada was start- 
ing to fall behind considerably in terms of output, pro- 
ductivity, training, regeneration and all that. Do you 
think, based on his and other similar impressions, that 
we’ve made some pretty significant changes from the 
status quo that he described, say, back in the late 1980s 
or early 1990s in terms of some of these issues, and that 
the whole forestry industry, pulp and paper, is a little 
better in terms of being competitive, aside from the free 
trade issues? 

Mr Thornton: I'll give you my perspective from 
Ontario and then I’ll give you a bit of a national 
perspective. 

My perspective from Ontario is, with respect to our 
ability to regenerate the areas you’ve mentioned, that 
probably the single most significant improvement that 
has been made in that respect was when Ontario 


established trust funds to provide dedicated money to 
regenerate the forest. That was a tremendous accom- 
plishment. At the time there were reasons to be very 
concerned with the government’s ability to continue to 
pay directly for the areas that were being harvested, to 
pay for that renewal. With the advent of public trust 
funds, it set in motion a means by which monies were set 
aside immediately upon harvesting the trees to regenerate 
that site. That was a tremendous improvement, one now 
that other jurisdictions in Canada have tried to adopt. 

If you look also at where Ontario is in terms of its 
forest management planning process, which is the result 
of a very comprehensive environmental assessment that 
took place six years ago now, we are, by far, ahead of 
many other jurisdictions in terms of our involvement of 
the public in being able to look at what’s being planned 
for the forest, to comment on forest management plans, 
and the requirements of the industry to make this in- 
formation available to the public. On the integrated 
nature of our forest management planning, we’re really in 
a leadership position here in Ontario. Again, other juris- 
dictions are coming to us to get advice on new legislation 
to mimic the Crown Forest Sustainability Act, for 
example. 

If I elevate my comments now to the national level 
and try to compare where Canada is on the international 
scene, that perspective is often clouded by one province, 
and that’s British Columbia. British Columbia, for ex- 
ample, is by far the largest province in terms of exporting 
forest products nationally and internationally. The inter- 
national marketplace tends to focus on BC, with the suc- 
cesses and problems it has had, and typifies Canada from 
a BC perspective. When we are in national and inter- 
national venues, typically the impression that people 
have of Canada is a BC-based impression when it comes 
to forestry, and provinces like Ontario are not as visible. 
That has been a problem. 

The BC forest industry is going through some turmoil 
now for a variety of reasons, and sometimes that image 
being projected by the one province isn’t as positive as 
we would like it to be if it were Ontario being projected. 

Mr Hastings: I take it, now that you've moved to 
northern development, that you'll be involved in the 
renegotiations, indirectly at least, on the pulp and paper 
wood products issue under the FTA, or you’ll give advice 
to the federal group in terms of how the Americans are 
again challenging us on stumpage fees as a so-called 
subsidy? 

Mr Thornton: I’ll have some input there. Most of that 
input comes from the Ministry of Natural Resources 
because of the emphasis on MNR’s stumpage system, the 
system of valuing crown timber. But the lead ministry 
within the Ontario government is actually the Ministry of 
Economic Development and Trade and the lead juris- 
diction on international trade is the federal government, 
not the provincial. Cn hie 

Mr Hastings: Foreign Affairs. Why are we so timid in 
terms of dealing with the Americans on this issue? Don’t 
they have stumpage fees from their state forests? Don’t 
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they have the equivalent of the subsidy, whatever you 
want to call it, in the way that companies in Washington 
or Oregon or Maine operate? Different name, same— 

Mr Thornton: No. 

Mr Hastings: Or is it all privately operated? 

Mr Thornton: First of all, the vast majority of the 
timber comes from private lands in the US. Where it does 
come from state or federal lands, often what’s employed 
is a bidding system for that timber. So blocks of timber 
will be put up for sale and companies can bid a price for 
it and the successful bidder gets the wood. It’s a very 
different system than we have in Ontario, where we 
allocate timber to licensees and make sure they have all 
those management/planning responsibilities associated 
with that timber licence. It’s a fundamentally different 
system, and that has given rise to this problem in com- 
paring the two countries. 

Mr Hastings: You may think this is totally out of the 
purview of the auditor’s report in terms of the issues 
we’ve dealt with. If you don’t have a customer to sell 
your wood products to, then it becomes somewhat acad- 
emic as to how you’re going to find new markets, how 
you’re going to have these trusts operate, whether we 
have sufficient fiscal accountability between the players 
in the actual operating accounts of either trust, that sort of 
thing, and all the refinements the auditor has recom- 
mended that you’re trying to comply with. Is that not a 
fair observation or assessment to make? Where would we 
sell our wood? To ourselves? We’re a very small market. 

Mr Thornton: Your point is well taken. We have a 
heavy focus on our export market. Probably 80% to 90% 
of Ontario’s forest products is exported and that’s why 
the expiry of this softwood lumber agreement is one of 
critical importance to Ontario, particularly northern 
Ontario. 

Mr Hastings: How would it affect northern Ontario in 
terms of the types of products that are sold into the 
American market if we end up losing the definition? It 
has to go to a free trade panel, I guess, as to how things 
get sold into that market in terms of the subsidy issue. 

Mr Thornton: We need to remind ourselves that this 
agreement with the US deals only with softwood lumber. 
So it doesn’t deal with pulp and paper, it doesn’t deal 
with plywood and a host of other products. 

Mr Hastings: Veneer? 

Mr Thornton: It doesn’t deal with veneer, no. Only 
softwood lumber. So in those communities where there is 
a softwood lumber sawmill, it would have a very sig- 
nificant impact if it had the effect of restricting the level 
of exports to the US, or the price, the countervailing duty 
that could result here. That would, in turn, increase the 
cost of shipping that wood to the US. 

The Chair: Could I just ask a question as a clarifica- 
tion to that? I know we have a licensing system in 
Ontario, but do companies not bid for licences in various 
areas, or how is that determined? 
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Mr Thornton: No, there isn’t a bidding system in 

terms of a price. In some instances where we have sur- 





plus volumes of crown timber such that it could sustain a 
new mill, for example, we do have a competitive process 
where companies will give to us a proposal to build a 
mill that uses that wood supply, and we choose from 
among those. 

The Chair: But the actual licence fees aren’t deter- 
mined as a result of that bidding process? 

Mr Thornton: No. That’s correct. 

Mrs Munro: I just have a question, since we’ ve spent 
so much time on the issue of compliance. I wondered 
whether there’s a grey area in terms of when issues of 
compliance become issues of enforcement. 

Mr Thornton: Every compliance activity, if it 
identifies an instance of non-compliance, would lead to 
enforcement in some fashion. As I say, the spectrum of 
enforcement can range from as little as a warning letter to 
as severe aS a major fine or even a cancellation of a 
licence. So the act gives us a broad array of tools to use 
on the enforcement side, but only, obviously, in instances 
of non-compliance. 

Mrs Munro: Will the manual that you mentioned 
refer to those kinds of issues as well? 

Mr Thornton: It will. It will outline information 
requirements that the company is to provide to us. If we 
have an example where some of the information being 
requested here is not forthcoming from a company for 
whatever reason, now we have a regulatory authority to 
say, “If you don’t provide us with the information, we 
can take some dramatic action here in terms of a fine or 
what have you.” 

Mrs Munro: That’s really where my question was 
going. It seems to me that’s really an important piece, to 
be able to go from the one stage to the other in a way that 
is understood and, might I say, clear-cut for the parties, 
both the government and the licensees. 

Mr Thornton: It’s a good point. The whole purpose 
of a compliance program is one of putting in place 
preventive measures. We’re not in the business simply to 
bring in revenue here where we find instances of non- 
compliance. The purpose of any compliance program, 
whether it’s in forestry or in any other field, is to make 
sure that you continuously improve your activities so you 
have fewer and fewer instances of non-compliance. 
However, when you do have instances of non-compli- 
ance, you need to go the next step of enforcement, and 
that’s what we do. 

Mr Hampton: I’ ve been dying to ask this question all 
afternoon. The auditor starts out his report by saying that 
MNR does not have sufficient information to adequately 
meet its obligations to report annually on the manage- 
ment of Ontario’s crown forests. 

The key to all this, as I understand it, is that the forest 
management plan is really the sustainability plan. Let’s 
call it what it is. It sets out what has to be done to sustain 
a supply of timber; it sets out what has to be done to 
sustain fish and wildlife habitat; it sets out what has to be 
done to sustain tourism opportunities, what has to be 
done to sustain forest renewal, the next forest. Basically, 
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it sets out what has to be done to sustain the ecological 
integrity. It says this is what must be done. 

When the auditor says, “All of the work that must be 
done after that to ensure that the plan is being met,” I 
take it as saying it’s not being done, or it’s not being 
done timely enough, such that reports that are supposed 
to be done annually are three or four years late, such that 
when audits are done in terms of forest renewal, one 
quarter of the audits couldn’t really determine if the next 
forest was going to be sustained. I don’t see any 
information here about ecological integrity, sustaining 
the ecological integrity, which probably gives me the 
most worry, because I don’t think you’re there yet. [ll 
make that assertion. 

In view of all this information that is necessary to tell 
you that you’re living up to your own sustainability plan 
but the information isn’t there, doesn’t that give you real 
heartburn? I mean, how can you really tell if the sus- 
tainability plan is being met if all of this information that 
is integral to that isn’t available? You can’t produce it for 
the auditor, you can’t produce it for the Legislature. In 
some cases, when it has been produced, it’s full of holes. 
Doesn’t that give you some heartburn? In 1994 the act 
was passed, which said, “This is how it’s going to happen 
now: you’re going to put forward a sustainability plan 
that’s going to deal with all these issues, and then by the 
reporting mechanism you're going to show that you're 
meeting the sustainability plan.” 

We're now in 2001, year seven. If I may, I think 
you’re falling further behind in terms of the kinds of in- 
formation that must be produced to tell you if you’re 
doing a good job or not. 

Mr Thornton: There’s no question about it that we 
haven’t done as good a job as we should in terms of the 
reporting. That’s clearly the case the auditor has made, 
and we haven’t for a moment objected to that. We think 
that is the case. We think we do have to provide more 
timely annual reports, and we’ve provided you here with 
evidence that that information is now coming forward in 
a timely fashion. 

We can’t rest on our laurels, I agree. I think we need 
to improve that. We also need to focus on what’s in store 
for the future in terms of our reporting on the very points 
that you raised, the broader matters of ecological sustain- 
ability. I would draw your attention to the fact that there 
is a five-year state-of-the-forest report that is under prep- 
aration now—it’s scheduled to be completed in Decem- 
ber of this year—that will draw on some of those broad 
sndicators of sustainability, the indicators that the Can- 
adian Council of Forest Ministers, for example, has 
endorsed and has brought forth for many years in the 
framework to be reported by the provinces. 

I believe that report will be a watershed report. That 1s 
one that will give us, with all its warts and wrinkles 
because of the difficulty in reporting on some of those 
indicators, by far the best measure of the sustainability 
issues that you raised, because it is much broader, it 1s 
more comprehensive and looks at the suite of indic- 
ators—fish and wildlife, the forestry— 





Interjection: Bird habitat. 


Mr Thornton: —bird habitat, all of those things, to 
the degree possible will be reported. 


If I may, I’ll say this: we’ve had the chance to deal 
with other jurisdictions on this very issue, because all the 
provinces are trying to report this matter, because we 
want to be seen in the international marketplace as 
managing the forests well. Ontario will probably be in 
the lead there. We have been assisting not only the 
federal government but some of our provincial colleagues 
in preparing that report. I also know that it will not live 
up to everyone’s expectations of perfect information on 
that resource, but it will be the first time there is a 
comprehensive picture of the state of our forests in 
Ontario. That’s something, as you point out, that is long 
overdue, and we look forward to discussing that with you 
in December. 


Ms Martel: I want to follow up on that, because I 
want to reinforce what we don’t have before us which 
was required by the act. For example, the report on the 
state of the forest is supposed to be every five years. The 
act was passed in December 1994. We should have had 
that December 1999. We will have that report two years 
later than the date that was required in the act. We have 
our forest management reports, which are supposed to be 
tabled annually by law, and the most recent ones that 
were tabled were for 1996-97. We’ve got the trust fund 
reports, two different sets, one for forest renewal, one for 
forestry futures, that are also by law supposed to be 
tabled annually as a requirement of the act, and the most 
recent ones were tabled year ending March 1997. 


The information manual, which was a key element of 
the act, still hasn’t been passed by regulation six and a 
half years after the act was passed. It was a key com- 
ponent, and a number of other things flow from it, for 
example, inventory. With respect to inventory, the act 
also said that all of those units had to be updated, and the 
auditor, to his credit, pointed out that MNR had made a 
significant effort in that since the act was passed, but 
there are still 11 units where that is not done. What 
bothered me the most was to read that in two of the units 
where that information was recently done MNR staff 
themselves were questioning the validity of the inventory 
that was just recently done. What does that say about 
some of the others, or the 11 that still aren’t done? 
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My concern is that we are far past, I believe, the 
deadlines with which MNR should have complied, and I 
think that has a lot to do with—it’s probably entirely due 
to—the huge, significant cuts that the ministry has 
sustained, particularly in 1996. I just don’t think you 
folks have had the staff to do the job. What worries me 
is, what are the long-term effects for our forests, which 
belong to all of us, because of that? You are way behind 
where you should have been. You might say that’s a 
better position than the other provinces; great, but ’m 
talking about Ontario, and we are way, way behind where 
we should have been to produce some of these really 
important documents to show us where we need to be. 
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I look at your staff cuts already and I wonder if it’s 
going to get any better, because I’m not convinced that 
you can still deliver on some of this stuff any more, given 
the cuts to your ministry. I don’t blame you for that, but I 
think that’s the reality. 

You can respond if you want as to why it is that six 
years later we still don’t have some of these things in 
place. 

Mr Thornton: I'll just give you a quick comment. 
First of all, you’re exactly right: we are late, and we 
would be foolhardy to suggest otherwise. This informa- 
tion should have been provided in a more timely fashion, 
and it has not been. My message to you here today is that 
we are very focused on correcting that. 

Have the reductions contributed to that? To some 
degree, of course. It’s unquestionable that they would 
have. But what you have to look at as well is that during 
that period of transition, the work that we had been doing 
is now expected to be done in many instances by the 
forest companies. I don’t care if you’re a public sector 
agency or a private sector company: when you go 
through a period of transition like that, things get bumpy, 
and that’s what the auditor has picked up on. We’re 
focused on making it better. We’re focused on doing the 
best we can with the resources we have. I can’t guarantee 
you that the future won’t have some bumps in it as well, 
but we’re doing the best with what we have, and I still 
maintain that at the end of all this we will continue to be 
a provincial leader. Ontario will continue to be looked 
upon in Canada as one of the leading jurisdictions here 
both in our legislative framework and in our actual 
results of managing the forests. 

Ms Martel: Can I ask you, Mr Thornton, do you think 
you have the staff to deliver on the requirements of the 
act and the requirements, terms and conditions of the 
timber class EA? 

Mr Thornton: I think we do, with the full cO-oper- 
ation of the forest industry. 


Ms Martel: So you’ve got to have their full co-oper- 
ation, you need their money and you need to know that 
they are working in the best interests of the public too. If 
we look at some of those compliance numbers, that gives 
us some cause for concern over here. 

Mr Thornton: It is a partnership that we’re in. We 
require information from them to give you the kind of 
information you’re asking for. It’s not a case any longer 
of us going to our file and we get this. Most of these 
companies are very co-operative. Now we have an addi- 
tional regulatory instrument at our disposal, that forest 
information manual, to make sure that if we don’t get it, 
we can force companies to provide it. But it is an envi- 
ronment now where we have to work with industry to 
meet our expectations, whether it be under the Crown 
Forest Sustainability Act or the timber class EA. 

Mr Hampton: I want to ask a question about the 
future. I think we all know that there is a wood supply 
gap coming. The wood supply gap coming across north- 
ern Ontario is going to hit, I think, everywhere within the 


next 20 years. I think it’s going to hit some mills in the 
next five years. 

As far as I can tell, you haven’t figured out how to 
grow wood in Lake Superior yet. There’s no wood in, for 
example, Minnesota; there’s no wood in Quebec— 
Quebec keeps trying to get our wood; there’s no wood in 
Manitoba. The only way you can go is north, into First 
Nations territory. So there’s another whole element of 
sustainability here, and that is, what kind of relationships 
is the Ministry of Natural Resources building with First 
Nations north of 51? I suspect that’s going to be your 
new job at northern development and mines, and you’d 
better get at it pretty quickly, in my view, because if 
MNR doesn’t get busy on this very quickly and if MNR 
doesn’t do it the right way, I suspect most of what is 
presented here is going to be full of holes within five 
years. So I'd like to ask that question: where are you at? 

Mr Willick: There are some things I want to address 
before we talk about the area north of the area of the 
undertaking. We know that there is a dip in the allowable 
cut coming; that has been forecasted for some time. Part 
of the management process is to forecast that out. Some 
parts of the province will be worse than other parts of the 
province; we know that too. But we’re already working 
on some things to correct that. We have done some things 
to encourage the companies to use the tops that pre- 
viously had been left in the bush. That helps for the 
pulping process. 

Mr Hampton: I’m going to send you a videotape 
that’s going to refute some of that, but you and I can talk 
about that later. 

Mr Willick: We’re coming to an understanding with 
the forest industry about stands that previously had been 
bypassed because they have not, till now, been suitable. 
We’re talking at great length about intensive forest man- 
agement that only includes activities that are allowed 
under the environmental authority that we have now, not 
new activities but more intensive management, monitor- 
ing and planning growth and yield and so on. All those 
things are going to grow the fibre supply, the wood 
basket, bigger. We’re also making every effort to get the 
right tree to the right mill, which helps us. 

The other place where we’re going to realize some 
fibre, possibly, is in the area north of the area of the 
undertaking. You know that we’ve had some early 
discussions with some of the communities up in the area 
where we currently do not have authority to practise 
forestry. The First Nations have come to us, expressing 
interest. This is not an industry-driven process. While 
there’s a dialogue between some of the industry members 
and the First Nations, we view it as the First Nations 
driving the thing, because we recognize that we need a 
different relationship than we’ve had in the past in the 
area where we currently practise forestry. Those discus- 
sions are ongoing; they take time. But the first thing we 
have to do is some kind of a land-use plan for that area 
that involves community-based discussions so that we 
can avoid having the conflicts over land use that we had 
south of that line. We’re a ways from harvesting trees 
and running them through a mill in the north. 
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Mr Hampton: Do you care to comment on how long 
this process is going to take and the direction this process 
is going to take? 

Mr Willick: How long it will take will depend on the 
continued interest of the First Nations communities. This 
is not something the government can dictate. We can’t 
say that it’s going to take five years and we’ll be done. I 
don’t know how long it will take, but a land-use planning 
process will take some years, and then you go to 
discussions about forest management planning after that. 

The Chair: OK. Does anyone else have any ques- 
tions? 

Mr Hastings: Yes, I have a question for Mr Thornton. 
Mr Thornton, it has been mentioned that you’ re behind in 
the information gap when you go from an old model, 
which was primarily public sector dominant, to one 
which is more self-management in terms of having a lot 
of different players trying to get their hands on the 
driving wheel. Maybe there’s only one vehicle. There’s a 
bit of shouldering and elbowing going on among the 
players in terms of their interest, because everything 
doesn’t meld perfectly into a nice, harmonized arrange- 
ment. That’s why you end up having an information gap, 
to some extent. 

In a self-managed model or whatever arrangement, 
wouldn’t it be better for quality decision-making that you 
have benchmarks, indicators, performance measure- 
ments, credentials—you’re talking about the environ- 
mental groups that are getting involved in the industry, 
the OFIA being much more externally focused on rela- 
tions with the public in its broadest sense—isn’t it better 
to have that kind of a world of indicators than one where 
we didn’t? Not that we didn’t have any, but we had less 
sophisticated information 10 or 20 years ago in the man- 
agement of the forest industry than we do today. Isn’t 
that what Doug Fisher was talking about, to some extent, 
in terms of when you transition through the old regime, 
you’re going to end up having some pretty difficult issues 
to get through? 


Mr Thornton: I guess it goes, really, to the question 
of whether or not some of the efforts we have in 
assessing the performance of companies are sufficient. I 
go back to my earlier point. Now there are internationally 
recognized agencies that are in the business of certifying 
whether or not forests are sustainably managed. One of 
them is the Canadian Standards Association; another is 
the International Standards Organization, ISO. You’ve 
probably heard of that. The third one, the one supported 
largely by the environmental community, is the Forest 
Stewardship Council. Regardless of which of those three 
certification systems you ascribe to, they are all being 
seen in the marketplace as a credible, independent assess- 
ment of the performance of a company. 


As proud as we are of the Crown Forest Sustainability 
Act and the independent forest audits and the various 
other regulatory mechanisms we have in Ontario, they 
are rarely recognized beyond our borders by clients in 
Europe or the United States, for example. 


Companies are aspiring to that. They are very focused 
on being audited under those international certification 
systems that I described. Ontario companies have done 
very well in that respect. They’ ve done well because we 
feel they’re building on a regulatory environment in 
Ontario that helps them well down the path of being 
certified on the international scene. You referenced 
benchmarks and standards and so on, and you’ll see that 
those certification systems in fact do rely on management 
systems to report consistently on the performance of a 
company. That’s a move in the right direction, and it’s a 
move that’s being dictated by the marketplace and not by 
government. 


The Chair: Anyone else? Thank you very much for 
attending here today, Deputy and gentlemen. 


We stand adjourned until 10 o’clock on Monday 
morning. 
The committee adjourned at 1503. 
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